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The Society of 


Secretary: I. A, F. Craic, 0.B.£. 


Members use the designation Incorporated 
Accountant. Fellows may also use the initial 
letters F.s.A.A., and Associates A.S.A.A, 


Admission to membership is by examination 
subject to satisfactory completion of articles of 
clerkship for five years (university graduates 
three years). Six years’ approved professional 
experience may be accepted in lieu of five years’ 
articles, 
Examination is granted on production of certain 


Exemption from the Preliminary 


educational certificates. 

Articles may also be integrated with full-time 
study at certain universities. Under this scheme 
a specific university degree and the professional 
qualification can be attained in a total period of 
5# years. 


President: A. STUART ALLEN, F.S.A.A., London. 


Vice-President: C. Percy BAaRRowcLIFF, F.S.A.A., Middlesbrough. 


The editorial, contributed articles and notes in AccouNTANCY cover a wide range of subjects 


Incorporated Accountants and Auditors 


Deputy Secretary: C. A. EVAN-JONES, M.B.E. 


Offices and Library: INCORPORATED ACCOUNTANTS’ HALL, VicToRIA EMBANKMENT, Lonpon, W.C.2. 


All candidates must pass the Intermediate and 
Final Examinations, except that graduates under 
the universities scheme are exempted from the 
Society’s Intermediate Examination. 

Some concessions may be granted in respect 
of whole-time war service. 

There are Branches of the Society in Scotland, 
Ireland, Canada, Australia, and South Africa, 
and District Societies in all parts of England and 
Wales, Northern Ireland, and India. Students’ 
Societies and Students’ Sections operate 
throughout Great Britain, Northern Ireland, and 
Eire. 

Members of the Society are not allowed to 
seek professional business by advertisements 


or circulars. 


and are selected for their general interest. The views expressed are not necessarily shared by 


the Council of the Society of Incorporated Accountants. 
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Professional Notes 


The Development of Accountancy 


THE REPORT OF THE COMMITTEE ON THE ForM OF GOVERNMENT ACCOUNTS, TO 
which we devote our Editorial (page 235), contains a summary of the progress 
ofaccountancy. The committee says that “ the theory and mechanics of account- 
ing, as practised in private business, have made great strides.” In 1866—taken 
by the committee as the starting point, since in that year the broad pattern 
of the Government accounts was laid down in the Exchequer and Audits 
Department Act—“ not one of the English accounting societies had been formed.” 
++ + resort by business undertakings to external audit had hardly begun ; and account- 
ing principles and practice were at a rudimentary stage, with nothing that could be 
regarded as a firmly established foundation, recognised by all as a minimum desideratum 
of purpose and method. The twentieth century has seen a marked development of 
€xperiment, continual and ever more elaborate analysis and expert discussion. More 
recently still, considerable standardisation has been arrived at, partly through the 
Pressure of progressive company law and the levying of taxation, on a more complex 
basis of computation, upon business profits. While minimum standards have been 
raised, accounting theory and practice continue to develop in response to the requirements 
of Increasingly intricate administration. Most important of all, accounting material has 
come to provide not merely historical records but aids to effective control and guides in 
the process of planning from day to day and for the more distant future. 


End of War-time Legislation on 

Debtors 
An Order in Council is to be sub- 
mitted to H.M. the King terminating 
the emergency which occasioned the 
passing of the Courts (Emergency 
Powers) Act of 1939. In consequence, 
notice will be given of the termination 
of the subsequent consolidating Act. of 
1943 (which bears the same title). 
The Liabilities (War-Time Adjustment) 
Acts, 1941 to 1944, which depend upon 
the 1943 Act, will thus also come to an 
end. 

The Attorney-General recently stated 
that for upwards of two years there has 
been no case in which the High Court 
has refused leave to a creditor to proceed 
against a debtor, tenant or mortgagor, 
although the need to obtain leave under 
the 1943 Act had no doubt sometimes 
induced a creditor to accept payment 
by instalments. In the County Courts, 
which already had power to order 
payment by instalments, the need to 
obtain leave was even less justifiable. 
The legislation, in making it necessary 
to apply to the Court to obtain leave 
to proceed, even when it was apparent 
that the defendant had no ground for 
invoking the Act, led to waste of time 
and money—and in any such case the 
cost of the application increased the 
amount recoverable from the defendant. 

The Liabilities (War-Time Adjust- 
ment) Acts, 1941 to 1944, provided, 
where a debtor was financially affected 
by war circumstances, for the drawing 
up of a scheme of arrangement between 
the debtor and his creditors, with the 
assistance of a “‘ Liabilities Adjustment 
Officer,”’ who was frequently an accoun- 
tant. Thus the debtor avoided being 
declared bankrupt. The Acts have 
ceased to serve any useful purpose so 
far as concerned new cases, but the 
procedure will remain in force for 
liabilities adjustment proceedings com- 
menced before the termination of the 
Courts (Emergency Powers) Act. 


** Frozen’? Tax Liabilities— 
Interest Not Payable 


During the Committee stage of the 
Finance Bill the Solicitor-General 
agreed to bring in a new provision at 
the Report stage modifying the present 
liability to pay interest on tax in arrears 
by reason of exchange restrictions. 
Under the new provision, where the 
Inland Revenue have agreed, on 
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grounds of hardship, to postponement 
of payment of tax on income arising 
abroad, they would no longer be bound 
by statute to impose an interest charge 
on the postponed payment—and the 
payment, so long as it was held over, 
would not carry interest. 


Birthday Honours 
We extend our congratulations to five 
members of the Society of Incorporated 
Accountants whose names were in- 
cluded in the Birthday Honours list. 
They are : 

Mr. C. E. Irvine Jones, A.s.A.A., Comp- 
troller and Accountant General of the Post 
Office, who becomes a Commander of the 
Order of the British Empire. 


Mr. A. W. Kent, a.s.a.a., City 
Treasurer, Nairobi, Kenya; Mr. P. G. 
King, A.s.A.A., Inspector of Audit, 


National Insurance Audit Department ; 

and Mr. P. H. Stafford, F.s.a.a., County 

Treasurer, Monmouthshire County Coun- 

cil ; who receive the 0.B.£. 

Mr. Charles E. L. Bird, a.s.a.a., Chief 
Accountant, Ministry of Fuel and Power, 
who becomes a Companion of the 
Imperial Service Order. 

We also have pleasure in congratu- 
lating other members of the profession 
who are honoured : 

Mr. William Appleton, _ F.A.c.c.A., 
F.R.A.N.Z., F.LA.N.Z., Mayor of Wellington, 
who is to be a Knight Bachelor. 

Mr. T. Lowe Ferguson, c.a.; Mr. 
J. Q.Shirreffs, a.c.a., a Chief Accountant 
of the Ministry of Supply ; Mr. C. M. 
Strachan, F.c.A. ; who receive the 0.B.E. 

Mr. E. C. Anderson, 4.c.a., Senior 
Auditor, National Insurance Department, 
and Mr. Morris S. Spence, C.A., F.R.A.N.Z., 
who become Members of the Order of 
the British Empire. 

We are also pleased to notice in the 


list the following names of men well- 
known to many Incorporated Accoun- 
tants, on behalf of whom we offer 
congratulations : 

Mr. D. B. Copland, of the Prices Com- 
mission, Commonwealth of Australia, 
1939-45, and Vice-Chancellor of the 
Australian National University, Can- 
berra, who is to become a Knight of the 
British Empire. 

Mr. Edward H. Ritson, Deputy 
Chairman, Board of Inland Revenue, 
who is also to become a Knight of the 
British Empire. 

Mr. F. Whittingham, Chairman, Coal, 
Corn and Finance Committee, City of 
London Corporation, who retired some 
years ago from the position of Chairman 
and Managing Director of T. Whitting- 
ham and Co., Ltd., the printers of 
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Accountancy. Mr. Whittingham is to 
be a Commander of the Order of the 
British Empire. 


Incorporated Accountants’ 

Taxation Course 
The Society of Incorporated Account- 
ants established a precedent, since 
widely followed, when in 1934 it 
organised the first residential course for 
qualified accountants at Caius and 
Gonville College, Cambridge. It has 
now made a departure, which bids 
fair to set up another precedent, in 
holding for Incorporated Accountants 
a residential course in taxation subjects 
alone. 

The course was held at Ashridge 
College, Berkhamsted, by kind per- 
mission of the Principal (Admiral Sir 
Denis Boyd, K.c.B., C.B.E., D.s.c.) and 
the Governing Body of Ashridge, from 
June 23 to 27. About a hundred 
Incorporated Accountants attended. 


While managing to take pleasure in 
the elegance of the Ashridge building 
and its facilities for games (including 
golf on its famous course), the members 
listened to no fewer than eight addresses 
and papers on taxation and discussed 
each contribution at length, not only in 
the bar, but also on the golf course and 
even in the swimming pool (at the deep 
end, of course). 

Addresses and papers given at the 
course were as follows: 


**The Relationship between the Inland 
Revenue and the Profession” (Address). 
By Mr. Wyn Griffith, Public Relations 
Officer, Inland Revenue. 

** Profits Tax” (Paper). By Mr. J. S. 
Heaton, F.S.A.A. 

“Conduct of Appeals (Address). 
Mr. F. Heyworth Talbot, x.c. 

** Taxation of Foreign Income ” (Paper). 
By Mr. Frank Bower, C.B.E., M.A. 

** Income Tax and Sur-Tax with Refer- 
ence to Settlements and Private Com- 
panies” (Paper), By Mr. J. R. 
Paramour, F.C.A., F.S.A.A. , 


By 


** Income Tax Act, 1945—Capital Allow- 


ances ” (Paper). By Mr. H. A. R. J. 
Wilson, F.C.A., F.S.A.A. 

“Double Taxation” (Paper). By Mr. 
B. R. Pollott, m.a., A.s.A.A. 

“Back Duty Cases” (Paper). By Mr. 
P. F. Hughes, a.s.A.A. 


The papers were printed and copies 


will be sent in the near future to all 
members of the Society of Incorporated 
Accountants, whether or not they 
attended the course at Ashridge. 
intend to comment upon some of the 


We 


papers in the next issue o! Accouyp. 
ANCY. 

There can be no doubt about the 
outstanding success of the course, ang 
we join with members who attended jj 
in hoping that it will be repeated, In 
this day and age, when such a large 
part of the working hours of practising 
accountants is devoted to taxation— 
should we be far wrong if we said aboy 
60 or 70 per cent. on average 
course providing for practitioners the 
expert guidance of acknowledged 
tax specialists, and allowing them tp 
interchange ideas among themselves, 
is of inestimable value. The Ashridge 
Taxation Course can only add to the 
success of the more general residential 
courses for Incorporated Accountants, 
such as that which is to be held by the 
Society at Balliol College, Oxford, 
from September 14 to 19 this year (see 
page 261 of this issue). 


The Groundnuts Scheme— 
Accounting Deficiencies 


A recent report of the Committee of 
Public Accounts gives the full story 
behind the severely qualified auditors’ 
report on the last accounts of the Over- 
seas Food Corporation, which adminis- 
ters the East Africa groundnuts scheme. 
We commented on the auditors’ report 
of the corporation’s accounts in our 
Editorial article last December (page 
319). The lamentable history of the 
accounting arrangements of the corpora. 
tion will, in general, be well known to 
readers. However, the report of the 
Public Accounts Committee shows up 
in even more glaring light the account- 
ing defects which existed in the 
corporation and, although it makes 
clear that there have been improve- 
ments, it does not hold out the hope 
that all is now in apple-pie order. 

It seems that in August, 1948, the 
independent auditors stated that unless 
the accounting organisation was over 
hauled, the first accounts of the 
corporation (for 1948-49) would not be 
published for many months after the 
end of the financial year and would 
even then be incomplete and im 
accurate, with the result that the 
auditors’ report would contain severe 
qualifications. The corporation did 
not make the Ministry of Food aware 0 
this opinion and the steps they took 
were not sufficient to put the account 
in order. In consequence, the auditors 
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report on the accounts was qualified 
for seven. reasons: 


(i) there was a large number of lost or 
missing documents affecting cash, 
stocks, supplies, debtors, creditors 
and wages ; 

ji) there were numerous errors or 
mistakes in accounting documents 
which were produced ; 

(ii) stores prices for the purpose of the 
annual stocktaking and for the issue 
of stores were totally inadequate or 
inaccurate ; 

jv) the pricing of stores issued notes was 
abandoned in February, 1949 ; 

(v) inventories of capital assets were 
inaccurate or unsatisfactory : there 
were inaccurate depreciation com- 
putations relative to those assets ; 

(vi) accounts from some of the contrac- 
tors were inaccurate or incomplete ; 

vii) there were insufficient records in 
London of goods awaiting shipment. 


In his evidence before the committee 
the new chairman of the corporation 
hoped that the accounting arrears 
would have been overcome in the year 
ending last March and that the auditors 
would be able to certify the accounts 
without qualification but “it was too 
early yet to be able to say with certainty 
that they would be able to do so.” 

The Public Accounts Committee 
emphatically reinforces the view that 
the groundnuts scheme was allowed to 
be pushed ahead by enthusiastic tech- 
nicians without the guidance or restraint 
of proper accounting control. ‘ An 
immense development and production 
drive was set on foot . . . before a 
balanced administrative financial and 
accounting system had been created 
which could bear the weight of the 
initial surge of expenditure. But the 
sense of urgency was such that priority 
was given to clearing and production 
requirements ; administration and 
accounting, though important, were 
regarded as secondary to those main 
purposes. 

The committee also says that the 
need for accounting staff: should 
have been appreciated earlier and 
greater efforts might have been made 
toobtain it. It is clear from the evidence 
that reluctance to raise salaries in the 
accounting branches, mainly because 
this would tend to raise the whole level 
of salaries throughout the corporation, 
was largely responsible for the failure 
0 obtain sufficient accountants in time. 


Census of Distribution—-June 24, 


1950, an Important Date 


The census of distribution to be taken 
next year will cover retail and wholesale 
distribution, non-residential catering, 
repairing for the general public, hair- 
dressing, beauty culture and portrait 
photography. 

Traders will then be asked to provide 
information, mainly on sales and 
purchases, for the whole of 1950, or, if 
more convenient, for a business year 
ending between April 5, 1950, and 
April 6, 1951. 

In addition to this information, 
traders will be required, at the time the 
census is taken, to give details of the 
number of people employed and the 
wages paid in the week ending June 24, 
1950. The details which will be re- 
quired are set out in the following 
paragraphs. The Board of Trade urges 
all traders concerned to make a note of 
their answers to these details immedi- 
ately and to keep it safely until they 
receive the census forms next year. 


The details are : 

Employment.—The number of persons, 
male or female, full-time or part-time, 
aged 18 and over or aged under 18, 
working in each establishment (includ- 
ing those temporarily absent through 
sickness and holidays). The figures will 
have to be divided between (a) persons 
on the pay-roll who were paid a 
definite wage or salary and (5) owners 
and others working in the business. 
Wholesalers and retailers will be re- 
quived to show how many persons were 
mainly engaged in production and how 
many in a separate transport organisa- 
tion associated with the business. 
Caterers must give particulars of the 
number of paid employees who during 
the week received free board and 
lodging or received free meals and those 
who were engaged in making goods for 
sale over the counter. Motor traders 
must show the number of persons 
included in the total who were engaged 
in repair work or production. 


Wages and Salaries—Payments made 
for the week ending June 24 to those 
persons who received a definite wage or 
salary will be required. Commissions 
and bonuses paid for the week will need 
to be included. Caterers will be asked 
to exclude tips or gratuities, but to 
include service charges distributed and 
payment in lieu of meals, etc. Whole- 


salers will be required to~ exclude 
travellers’ expenses. 

In order that traders may see in 
detail the questions they will be required 
to answer in 1951, specimen forms can 
be obtained from the Board of Trade, 
Statistics Division, Thames House 
North, Millbank, S.W.1. The present 
forms, which were drawn up with the 
assistance of an advisory committee 
on which the accountancy profession 
was represented, have been greatly 
simplified in comparison with those 
used in the pilot census taken in 1948. 


President and Vice-President of the 

Institute 
Mr. H. Garton Ash, 0.B.E., M.C., F.C.A., 
has been elected President of the 
Institute of Chartered Accountants in 
England and Wales. Mr. Garton Ash, 
who was Vice-President from 1949 to 
1950, is a partner in the firm of James, 
Edwards and Co., Chartered Accoun- 
tants, of London. He has been a 
Council member of the Institute since 
1938. 

The new Vice-President is Mr. 
Charles William Boyce, C.B.E., F.C.A., 
senior partner in Boyce, Welch and 
Co., Chartered Accountants, of Brad- 
ford and London. 

We have pleasure in congratulating 
Mr. Garton Ash and Mr. Boyce upon 
their elections. 


Coal Industry Nationalisation 
(1) Speeding Compensation Pay- 
ments. 

If the global compensation of £164.7 
million for the nationalisation of col- 
lieries is to be allocated among com- 
panies strictly by the procedure laid 
down by statute it will be a period 
of several years before the companies 
receive their money. The period is 
estimated by some company chairmen 
at five years. The delay is caused by the 
requirement that District Valuation 
Boards should value concerns, where- 
upon in each district the share of 
the global sum allocated to the 
district would be split among companies 
in that district on the basis of the 

values reached. 

Accordingly, in a number of districts 
colliery companies are now trying to 
arrive at an equitable apportionment 
of the district compensation money, 
by voluntary arrangement among 
themselves, with subsequent approval 
by the District Valuation Boards. It 
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appears that while the Act stipulates 
that values must be made by the 
Boards, there is no reason why con- 
cerns within a district should not reach 
an agreement among themselves and 
ask the Board to approve their cal- 
culations. Apparently, substantial 
progress has already been made in the 
Kent district towards voluntary agree- 
ment among companies. Companies 
in the Cannock Chase, Leicestershire 
and North Derbyshire districts are also 
negotiating while those in other dis- 
tricts are examining the possibilities of 
reaching voluntary agreements. 

These attempts to short-circuit the 
elaborate procedure of the Act are 
entirely commendable and it is to be 
hoped that this common-sense approach 
towards voluntary agreements will 
succeed in compensating colliery con- 
cerns quickly. Speed is the more 
necessary because the interim income 
payable to colliery concerns while they 
await compensation is insufficient (see 
Accountancy, September, 1949, page 


233). 


Coal Industry Nationalisation 
(2) Interest on Compensation 


The interim income, mentioned in the 
previous note, payable to colliery 
concerns is treated as an advance or 
payment on account against interest 
eventually accruing on the compen- 
sation money. A new order has now 
been issued by the Treasury, changing 
the rates of interest on compensation 
money. This is the Coal Industry 
Nationalisation (Interim Income) 
(Rates of Interest) Order, 1950. The 
rates now are: for periods between 
January 1 and June 30, 1949, 3 per 
cent. per annum; for periods between 
July 1, 1949, and January 30, 1950, 
3°5 per cent. per annum. 


Coal Industry Nationalisation 
(3) Appointment of Accountants 


For compensation purposes, the District 
Valuation Boards have to be informed 
by the Minister of Fuel and Power the 
extent to which the value of each 
colliery concern was “ attributable in 
whole or in part to usefulness for 
activities relevant to district wages 
ascertainments,”’ that is, to coal-getting 
alone, excluding ancillary activities. 

If there is an objection to the valua- 
tion arrived at, two accountants are to 
act as arbitrators. The two accountants, 
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who are to be selected by the Ministry, 
must be members of firms of independ- 
ent accountants which have acted for 
colliery owners and workers respec- 
tively on wage ascertainments. Hither- 
to, the Ministry’s field of selection has 
been limited to accountants acting in 
the particular districts concerned, but 
a new Order—the Coal Industry 
Nationalisation (Options) (Amend- 
ment) Order, 1950—now provides that 
the accountants may be chosen from 
any district. | 


Municipal Treasurers’ Conference 


Harrogate was the scene from June 14 
to 16 of the sixty-fifth annual general 
meeting and conference of the Institute 
of Municipal Treasurers. Some 1,200 
delegates from local and public autl.ori- 
ties throughout the country, including 
a large number of members of councils 
as well as finance officers, attended the 
Conference. 

The President of the Institute, Mr. 
James Scougal, F.1.M.T.A.,  F.S.A.A., 
Borough Treasurer of Beckenham, 
presided over the Conference, which 
comprised a number of social events as 
well as business sessions. At these 
sessions three papers were read : “‘ The 
Control of Local. Authority Finance 
—I,” by Alderman G. C. Hayter- 
Hames, C.B.E., M.A., D.L., J.P., Chairman 
of the Finance Committee, Devonshire 
County Council; ‘The Control of 
Local Authority Finance—II,” by 
Mr. G. B. Esslemont, M.A., B.COM. LL.B., 
F.I.M.T.A., ©.A., City Chamberlain of 
Glasgow; and “Some Aspects of 
Public Board Finance,” by Mr. Frank 
E. Price, A.1.M.T.A., F.S.A.A., member of 
the Wales Gas Board and of the 
Cwmbran New Town Development 
Corporation. 

In addition, a Presidential address 
was delivered by Mr. James Scougal, 
F.ILM.T.A., F.S.A.A. 

The new President of the Institute is 
Mr. William Adams, F.1.M.T.A., F.S.A.A., 
Borough Treasurer of Wolverhampton, 
and the new Vice-President is Mr. 
Jack Whittle, B.coM., F.1.M.T.A., A.C.A., 
County Treasurer of Nottinghamshire 
County Council. 


Mr. Walter Holman 


We regret to record, as also announced 
in a Personal Note on page 264, that 
Mr. Walter Holman, J.p., F.s.4.a., has 


been compelled owing to the state of 
his health to retire from his firm, Allen, 
Baldry, Holman and Best, Incorporated 
Accountants, of London. Mr. Walte, 
Holman, who obtained honours in the 
1910 examinations, has been a membe, 
of the Council of the Society since 1996, 
He was Vice-President from 1935-37 
and President from 1937-39. He wa 
formerly an examiner to the Society, 

Mr. Holman is a Freeman of the 
City of London and a Governor of the 
City of London College. 

We hope that the limitation of Mr. 
Holman’s business activities will ensure 
a complete return to health and will 
enable him to continue to the full his 
devoted services to the Society. 


Restrictive Covenants and 
Retrospective Legislation 


During the Committee stage of the 
Finance Bill the Government agreed to 
limit the retroactive effect of Clause 20, 
which charges sur-tax on the consider- 
ation money for certain kinds of 
restrictive covenants. This is the clause, 
it will be remembered, which is 
particularly directed at the agreements 
made at the end of 1949 by two large 
motor companies with their managing 
directors. The Chancellor of the 
Exchequer agreed that the operation 
of the clause should not go back before 
April 6, 1948, which is the date when 
he gave a warning in his Budget speech 
against ‘‘ dressing up remuneration as 
non-taxable income.” 

The Chancellor also agreed that 
“innocent”? restrictive covenants 
should be distinguished in the Bill from 
those deliberately designed to evade 
tax. By the Report stage, the Govern- 
ment will propose an amended clause 
embodying both promises. 

While the limiting of the retro- 
active effect of the clause will be 
welcome, it is still unsatisfactory that re- 
trospective legislation should be passed 
at all. In addition to the dating back 
of Clause 20 by two years, there are 
still four other provisions in the Finance 
Bill imposing retrospective taxation. 
The fact that there are precedents for 
this does not make the position ally 
happier. Nor is it desirable that a mere 
warning contained in a speech of a 
Minister in the House should, in effect, 
carry legislative sanction. 
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THE REPORT OF THE COMMITTEE ON THE 
Form of Government Accounts is the 
frst comprehensive survey of the 
accounting methods and statements of 
the Government. A useful introduction 
on accounting history and principles is 
followed, virtually throughout the 
report, by a discussion around the 
question: “To what extent do the 
techniques and requirements of good 
business accounting apply to Govern- 
ment?’ No fewer than thirty-two 
recommendations stem from this dis- 
cussion. Many of them, however, may 
be regarded as “ marginal,” as pro- 
posals which would “ tidy-up ” pub- 
lished accounting documents and make 
them more informative, but would not 
affect the fundamental accounting 
methods of Government. With these 
marginal recommendations there will 
be little disagreement from any quarter. 
For example, it is high time that 
Government accounts showed cor- 
responding figures for the preceding 
year and omitted shillings and pence; 
the speeding-up of their publication can 
only be welcomed; it is clearly desir- 
able that all Government trading 
accounts—and not merely, as at present, 
a few of them—should give a recon- 
ciliation with cash expenditure. 

The fundamental conclusions, as 
opposed to those we have termed 
marginal, are by no means so self- 
evident. In reaching them the Com- 
mittee makes a basic distinction be- 
tween the rationale of Government 
accounting and that of business 
accounting, a distinction which justifies, 
we think, the title of this article. 
The Committeé thinks that the prime 
need of Government accounting is to 
allow “ accountability ” to Parliament, 
or democratic control over public 
spendins. It contrasts with this re- 
quirement the main purpose of business 


Business versus Government Accounts 


accounts—to show the profit or loss over 
a period. ‘* Accountability ”’ is satisfied, 
says the Committee in effect, if the 
Government Departments duly account 
for the spending of the funds which 
Parliament has voted them, regardless 
of the financial out-turn. ‘“‘ Steward- 
ship,” not “ policy,” is the purpose of 
Government accounting. 

From this there logically follows the 
dominating conclusion of the report 
—that Government accounts should 
remain, over the field as a whole, on a 
cash basis and not on an income and 
expenditure basis. If accounting for 
moneys spent is all that is required, 
income and expenditure accounts are 
unnecessary. They would, indeed, 
show the moneys spent, but they would 
also show the profit and loss out-turn, 
since, unlike cash accounts, they would 
measure the changes in assets and 
liabilities during the accounting period. 
This, in general, the Committee regards 
as an unnecessary embellishment. 

It seems to us that the Committee has 
made far too sharp the contrast between 
Government and business accounting. 
It is certainly important that the 
Departments should account for moneys 
spent. Yet, allowing that Parliament 
does vote funds on a cash basis, it is 
surely too narrow an interpretation of 
*‘ accountability,” to restrict it to a 
simple record of how much of the funds 
has been spent and in what directions. 
** Accountability ”-—if not to Parlia- 
ment, then to the public—requires 
something more than this. The Com- 
mittee is right to argue that Govern- 
ment actions cannot be dictated, as 
in business, by the profit or loss to 
which they give rise. But does it 
follow that the financial outcome of 
those ventures, or of the provision of 
those services, can be ignored? In 
saying just that, the Committee seems 


to us to have yiven its authority to an 
insidious error of the times—the notion 
that not only should the actions of 
Government not be dictated by the 
financial criterion, but that they need 
not even be influenced by it. In our 
view, the financial results of any 
Government activity is one of the factors 
—one of the most important factors— 
determining whether money has been 
properly spent upon it. ‘* Accounta- 
bility,’ understood in this broader 
sense, demands accounting on business 
lines. 

Fortunately, the Committee does not 
follow through its own logic to the 
bitter end. It admits an important 
exception in the “large and perma- 
nent trading operations” of such 
Departments as the Ministry of Food. 
For them, full income and expenditure 
accounting, already widespread among 
them, is approved. The operations 
should be financed out of trading funds 
advanced by the Treasury, with the 
result, for example, that a d iminution 
in the net current assets of the Ministry 
of Food could not, as now, lead to an 
expansion of its current expenditure 
beyond the amount voted by Parliament. 

We may perhaps hope that the slight 
extension of income and expenditure 
accounting implied in the recommen- 
dations—and the improvements in its 
techniques which are advocated—will 
eventually lead to its percolating into 
other fields. Among these fields the 
Defence Departments should surely come 
first. The Committee seems to us to exag- 
gerate the difficulties in depreciating 
war-like fixed assets: we should be 
content with a system, like the Dutch, 
which writes them off over a very short 
period of years. 

The Committee’s rigid dividing line 
between business and Government 
accounting causes it, again quite logic- 
ally, to deprecate any systematic 
extension of costings in the Depart- 
ments. Here, too, the reasoning seems 
to us dubious and the conclusion 
defeatist. The shortcoming of ad hoc 
costings, which the Committee 
approves, is that they are generally only 
made when it is pretty clear that some- 
thing has gone wrong. Inquiry should 
precede mistakes, not follow them. 
Over a wide range of Government 
activities continuous costing, like income 
and expenditure accounting, is essential 
to proper control and efficient operation. 
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The Teaching of Economics 


THE REPORT OF THE CARR-SAUNDERS COMMITTEE ENTITLED 
Education forCommerce—discussed editorially in ACCOUNTANCY 
for January—had some pertinent remarks to make 
on the study of economics. It stated that “‘ graduates 
who have a knowledge of economics have a substantial 
advantage over other graduates for the purpose of a business 
career and steps should be taken to bring this view to the 
notice of employers.” This statement will probably 
command a considerable measure of acceptance. If the 
study of economics is made the central point of a degree 
course it will be largely true. But the pass degree man 
who takes a single course in the subject is probably little 
better prepared for a business career than if he had not 
taken it. And the blame for this can generally be laid at 
the door of those who design the course to be taken and 
expound its contents. Much of the material is abstract 
and unreal, despite the fact that one definition of the subject 
states that economics is a “‘ study of man in the everyday 
business of life.”’ 

If it is possible for the study of economics at a university 
to be devoid of value to some students, how much more 
possible is it for the professional student and pupil at the 
local technical college to find little or no benefit or even 
interest in the subject? The syllabuses of the various 
professional associations, and the requirements of examin- 
ing unions, the Royal Society of Arts and the Board of 
Education as revealed in the National Certificate in 
Commerce, necessitate a study of economics on formal 
lines. ‘This means, by and large, a treatment of the 
theory of value in the classical manner, together with 
some economic analysis and a general description of the 
monetary and banking system of the country. The lines 
followed are generally those laid down by Marshall, but 
the treatment is necessarily sketchy and not sufficiently 
rigorous to be worth while. And, as such, it bears little 
relation to world affairs. 

The descriptive section on monetary and banking 
practice is usually more ‘interesting, and the principles 
enunciated meet with a readier understanding. Speaking 
of the study of economics in schools, Education for Commerce 
maintains that the subject should not be included in the 
curriculum for pupils under the age of sixteen. With this 
practically everyone would agree; most people, in fact, 
would raise the minimum age by two years. The report 
then does on to say that “ as regards more mature pupils, 
economic theory should be taught only to selected students 
who can carry it on to a stage where it is possible to begin 
to grasp its relevance to the world of affairs.” 

It is open to question whether “ economic theory ” in 
the generally accepted sense is a suitable subject for 
inclusion in the syllabuses of professional bodies and 
examining unions. There never was a time when so much 
interest was shown in economic matters. Added to this 
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By S. HAYS, s.com. 


interest is an ever-growing volume of statistical material 
which serves to illustrate the economic situation. By 
teaching methods have largely ignored this interest and 
have failed to employ the statistical information which js 
so readily available. The average student taking up 
economics does so because he wishes to achieve a better 
understanding of current economic problems and cop. 
troversies, and to learn how the economic system works, 
He does not often find the answer to his questions in a 
course in economic theory, composed as it is of so much 
abstract reasoning. Economic problems are real and 
pressing, but the teaching of economics seems to be regarded 
more in the nature of a mental discipline. As such, it is 
inferior to mathematics or logic. The student who has 
some acquaintance with the concept of quasi-rent but 
none with the terms of trade, who knows something of the 
ideas of Malthus but has no conception of the size and 
trend of the present working population, is not receiving 
the maximum benefit from his course. Clearly the study 
has lost its way and needs to be firmly anchored to realities. 

It should surely be possible to take advantage of the 
widespread interest in the subject which nowadays is 
found on every hand. There must be many adminis- 
trators, Members of Parliament, and even some Ministers, 
possessed of no formal training in economics, who are 
grappling with economic problems and displaying a 
grasp of the principles involved. They can do this partly 
because of their native wit and partly because their 
interest has been concentrated on the severely practical 
aspects of economics. Could not the interests and energies 
of the student be so guided? Such a move would be 
welcomed by the majority of students. Before it can be 
accomplished, however, the various examination syllabuses 
will need a thorough revision and teaching methods a 
complete overhaul. 

The fundamental economic problems which face the 
country to-day are connected with the size of the national 
income and the channels in which the national resources 
are expended. A study of the national income should 
therefore provide the nucleus of a practical, as opposed 
to a purely theoretical, course in economics. There 3 
nothing really new in this. Professor Pigou’s Economics of 
Welfare advances the view that the economist should 
propose methods which will advance, and counsel the 
rejection of those which will hinder, the attainment o 
these three objectives—an increasing national income, !§ 
regularisation through time, and its more equitable 
distribution among persons. This definition of the pur 
poses and scope of economic activity could well be the 
starting point of such a course. The national income, 
size, its definition and the problems arising from its evalua 
tion would naturally follow. The difference between the nt! 
concept of national income and the gross concept, 
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difference between the national income at factor cost 
and the national income at market prices can be explained 
irly easily. This explanation would introduce the 
concepts of depreciation allowances and indirect taxation. 


income can next be described in realistic terms. Labour 
can be treated by reference to the actual working popula- 
tion, its sex and age distribution, both current and forecast, 


e and its industrial composition. Efficiency of labour would 
; ce be explained by reference to productivity or output per 
hich ig Similarly, capital could be dealt with under the 
' : headings of physical composition, magnitude in relation 
Boa io the labour force, and ownership. The translation into 
re money terms of goods and services which make up the 
adie national income will necessitate a consideration of the 
; ie pricing system, This should be studied rather as the 
ah medium by which personal preferences are expressed in a 
eal modern economy, and not so much by a detailed analysis 
arded formal models, A discussion of changes in the level of 
iti Oe national income over a period will automatically 
: has fy “mbrace a consideration of index numbers, both of pro- 
ew duction and of prices. 
ofthe Zhe distribution of the national income can be 
aor approached in two ways. The economy must provide 
ving for the personal needs of the community as expressed by 
study expenditure on personal consumption, for the replace- 
lities, (ment and modernisation of its capital equipment, and for 
F the the requirements of central and local government. Personal 
ys is cmsumption needs give motive force to the economic 
‘inj.  ‘YStem as a whole and they necessitate arrangements for 


obtaining goods from abroad as well as from home sources. 
This involves the export of goods and services to pay for 
imports. A broad review of Britain’s foreign trade, 
visible and invisible, could well be introduced at this 
stage. The supply of savings in relation to the volume of 
capital expenditure undertaken has a most important 
hearing on fluctuations in employment. This can be 
considered in the light of Professor Pigou’s second objective. 
The means whereby the State obtains its funds and the 
broad categories of government expenditure can form the 
next topic. The idea of inflationary pressure and full 
employment policy can be introduced at this stage. Such 
pressure arises when the claims against the country’s 


ot resources are in excess of the resources themselves. 
res  ‘Pproached from another angle, the shares of the national 
uld | Mcome paid out by way of wages, salaries, rents, profit, 
sed ANd so on, can be regarded as an introduction to the 
2 js B Problems of distribution. The extent to which Pigou’s 
5 of third aim is being achieved can be demonstrated statistically 
ude this stage. 

the & . [he national income, and therefore our standard of 
of | ving, has for long been supplemented by assistance from 
‘is abroad in the shape of loans, gifts, unfavourable trade 
ble E O#lances, or the realisation of overseas investments. This 
ur- | *Pect obviously requires attention, and it automatically 
the JE BVOlves a review of the whole balance of payments position 
is | 2d the various currency and exchange blocs and 
sae  *8Teements. . 

at Every major aspect in the foregoing résumé can be 
he illustrated by published statistics. The primers used 


would, in fact, be the current Economic Survey, the 


The factors which combine to produce the national- 


White Papers on National Income and Expenditure, the 
Monthly Statistical Digest, and the Annual Abstract of 
Statistics. Attention would be focussed throughout on 
the essential unity of economic studies, since it will be 
abundantly clear that everything discussed has a direct 
concern with the national income and personal standards 
of living. Such a course would provide a realistic and 
fascinating basis for the student requiring but a general 
knowledge of economics, and the average professional 
student comes within this category. For those who 
wish to become expert economists it would offer a straight- 
forward introduction to the more formal analysis which 
must form part of their later studies. 


Stamping 


By BRIAN R. POLLOTT, s.a., A.s.a.a. 


IT DOES NOT NORMALLY FALL TO THE LOT OF THE PRO- 
fessional accountant to see to the stamping of a document. 
In the case of deeds this will be done by the solicitor who 
draws the instrument. There are, however, many other 
documents that require to be stamped, and a knowledge 
of the procedure is always useful. Let us suppose, therefore, 
that we go in a pair to the Stamp Office—an articled clerk 
who is detailed to accompany a solicitor’s clerk for the 
sake of his professional education and to broaden his mind. 

If the transaction is taking place in London we take a 
bus to Aldwych and enter Bush House from the Strand, 
using the door over which are carved the words “ South- 
West Wing” and “Inland Revenue.” A tasteful but 
obscure notice immediately on our left directs us to the 
public counter, and we enter a large, irregularly shaped 
room. 

This is reminiscent of the chief post office in one of the 
larger provincial towns, save that there are no tables and 
chairs where the public may read their library books or 
write their memoirs on Inland Telegraph forms, there are 
no exhortatory posters on the walls, but there is a minatory 
notice forbidding smoking. 

We pause for a few moments to review the arrangements 
of the room and survey the various queues of patient 
suppliants. We observe a further application of the prin- 
ciple that obtains throughout His Majesty’s Revenue 
Departments, namely, that the Officer of State who is 
entrusted with the task of decidmg how much the taxpayer 
must pay is not to handle the money, while the Officer of 
State who is to collect the money must not know anything 
about the determination of the amount. Otherwise there 
might be collusion with the subject. 

Thus we are aware that the Inspector of Taxes who 
agrees our clients’ income tax liabilities is completely 
severed from the Collector of Taxes who takes the money ; 
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and the Officer of Customs and Excise who visits our 
clients to inspect their purchase tax records is completely 
severed from the Collector of Customs and Excise who 
accepts payment of the duty. So in the Stamp Office we 
find one group of officers charged with assessing the duty 
payable on documents presented to them for inspection, 
and another group of officers charged with acceptance of 
the money. The two bodies of public servants, no doubt 
gregarious and even sociable in private life, are held 
rigidly apart, and their operating theatres are separated 
by the private rooms of Higher Authority. 

Our first task, then, is to present ourselves and our 
document before an official of the first group. We find 
that we have four such officials, and four queues, from 
which to choose. We notice with regret that the young and 
charming lady has the longest queue, and, sternly resolved 
that our working time must be economised at whatever 
cost to our private susceptibilities, we hopefully join what 
at the time is the shortest of the four queues. 

Here we wait, and for a time interest ourselves in ‘the 
respective rates of progress of ourselves and of our rivals 
in the other queues. We are not doing too badly. We look 
forward to handing our impressive document very soon 
to the patient and courteous official, when we are dismayed 
to find that the unmentionable person immediately in 
front of us has brought a dozen deeds each of which 
involves novel points of law and construction, necessitating 
first a learned discussion, then reference to standard works, 
and finally the departure of the still patient and courteous 
official to seek instructions from Higher Authority. 

This, we feel, is too much, and, not wishing to stand in 
the queue until the House of Lords itself has pronounced 
judgment in the dispute, we move sadly away to join 
another queue behind a crowd of farsighted fellow citizens 
who arrived long after us but did not err in judgment in 
deciding which queue to join. Again we progress slowly 
towards the counter. The excitement of the race no longer 
interests us ; our feet are tired, and we evince dull hostility 
towards those in front of us. 

At last we are at the counter ; our spirits revive ; we 
hand our document under the grille. We watch in a fever 
of excitement while the officer carefully reads it from 
beginning to end, hoping that he will ask us some question 
that will enable us to demonstrate our wide knowledge of 
the law, our authoritative construction of difficult parts of 
the document, and our familiarity with the more recondite 
provisions of the Stamp Acts, all acquired in a hurried 
half-hour just before we set out. Alas, nothing puzzles the 
officer, who marks the top left-hand corner of the docu- 
ment in red pencil for just the amount of duty we were 
expecting. 

With our virtuosity frustrated, we leave the counter, 
noting with satisfaction that all the queues are now much 
longer than when we first entered. We pass the private 
rooms of Higher Authority and shudder to think of the 
awful crimes against humanity (such as bonus share issues 
evidently were) that might be dealt with in there. 

As we go we meditate on the wide knowledge and quick 
wits that must be possessed by the officials we have left. 
To spend day after day reading and interpreting deeds and 
documents and to make immediate decisions on their 
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consequences for duty purposes is no easy task, and if we 
appear to chide at the queues and delay, let it not by 
thought that we are unappreciative of the skill ang 
courtesy of the staff. 

Fumbling in our pockets for the money, we take stock 
of that part of the room where the cash transaciions take 
place. The public and the staff are separated! by tall 
stout partitions of mahogany, designed no doubt io protec 
the officials not so much from the public gaze as from 
enterprising gangsters. 

The partitions are punctuated by pigeon-holes neatly 
labelled to show the type and denomination of stamp there 
dispensed. One will impress stamps up to one pound 
sterling, another bills, another company documents, and 
soon. Ours is an imposing and valuable document marked 
for a large sum, so we seek the pigeon-hole served by a 
senior and experienced official who is permitted to retail 
stamps over one pound sterling. We find that there are 
two such pigeon-holes, but the occupant of one has gone to 
bury his grandmother (our visit coincided with the 
Chelsea-Arsenal Cup replay) leaving in his stead a printed 
notice referring us to his colleague. 

We join the queue waiting to be served by the latter 
and as we wait our roving eye observes a notice informing 
us that this worthy gentleman is not permitted to give 
change. With mild surprise at this open admission by 
officialdom of lack of confidence in the arithmetical 
capabilities of all but one of its members, but remembering 
from our studies of mercantile law the case of Betterbee v. 
Davis (1811), we leave the queue. 

A further scrutiny of the pigeon-holes reveals one whose 
occupant (a lady !) is the officially shining exception, and 
whose intimate knowledge of the British coinage and 
lightning powers of mental computation are such that she 
is not only permitted to give change but is constrained 
to make it a full-time occupation. 

Armed now with notes and coin of the required 
denominations (cheques would clearly bounce here) we 
return to the High Priest of Stamps Over One Pound. 
He now has quite a substantial queue. We examine its 
members with interest ; many of them we have observed 
racing us, or being overhauled by us, in other queues at 
the first counter. Some, however, we have never seen 
before. Have they had their deeds marked in other 
burrows of the warren that is Bush House? Or are they 
enterprising gentlemen who, armed with their own red 
pencils, have marked their own deeds at economical rates? 

We wonder why no progress appears to be made, and 
discover that the customer at the head of the queue has an 
imposing pile of deeds and has tendered a wad of five 
pound notes in payment of duty. The official is looking at 
these with surprise tinged with suspicion. He has not seen 
a five-pound note before. He is counting them for the 
twenty-first time. He is now satisfied as to their quantity 
and goes away, perhaps to obtain a ruling from Higher 
Authority as to whether he should value them at five 
pounds each or five times sixteen-and-fourpence each. 
He returns ; all is well ; the currency is accepted ; the 
deeds are stamped ; ; and the customer departs w ith the 
resigned air of one who has done it so many times before 
and doesn’t find it in the least interesting. 
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Now progress is rapid. Soon we pass our own document 
and the correct amount of money under the grille. In no 
ime the document is handed back with an imposing 
impressed stamp in the top left-hand corner rendering 
almost indecipherable the first word on each of the first 
ixlines ; there should have been a wider left-hand margin. 

Signs direct us out into the corridor by a different door 
fom that by which we entered (custom is expected to be 


Letters to the Editor 


Taxation—Residence in Eire 


Sr,—I have only just found time to 
rad Mr. E. E. Spicer’s excellent article, 
“Leaves from the Notebook ofa Professional 
Accountant,” in the April issue of Accoun- 
TANCY. 

On page 
paragraph : 


An individual who goes “ abroad”? for 
more than “ occasional residence only ”’ is 
regarded as not resident for the broken period 
from the date of departure to the following 
April 5. 


To this paragraph should be added “ but 
not if he goes to Eire.” In this event he will 
be treated as resident up to April 5, and it 
follows that if he goes to Eire during the 
first half of an income tax year he will be 
“resident” in both countries for the year 
of change. To save tax he must, therefore, 
go to Eire before April 5. 

Perhaps you would bring this to the 
notice of your readers, as the matter is one 
of importance ; alternatively, perhaps Mr. 
Spicer would correct the matter in a future 
article. 


127 appears the following 


Yours faithfully, 
L. V. RAINEY, A.C.A. 


London, 
June 13, 1950. 


[Mr. E. E. Spicer replies as follows: It is 
quite true that Eire is an exception to the general 
4 bal this were not so the Irish would not be 

The double taxation arrangements between 
the United Kingdom and Eire give special relief 
to an individual who is resident in both countries 
atonce, which in effect relieves him of the lower 
of the two taxes (that is, Irish tax) and leaves 
a paying the higher (that is, United Kingdom 


As a matter of administrative interpretation 
of these arrangements, an individual who has 
been living in the United Kingdom and who 
80es to live for a substantial period in Eire is 
regarded as resident in both countries for the 
whole of the year of change, unless his departure 


is within 10 days either side of April 5, when the 
short period is ignored. 

He is thus charged to United Kingdom tax 
for the whole year on foreign income ; whereas 
if he goes to some country other than Eire he is 
exempt from United Kingdom tax on foreign 
income as from the actual date of his departure. 

I would suggest that in a general article 
dealing with persons going abroad the special 
arrangements between this country and Eire 
can, and should, be ignored.—Eprror.] 


Tax on Dividends 


Sir,—With reference to your comments in 
** Points from Published Accounts ” in the 
June issue, two of the notes (on Vine 
Products and on Rugby Portland Cement) would 
appear to give support to the view, not 
generally held nowadays, that dividends 
should be shown in accounts gross and not 
net. 

When a few years ago the Institute made 
** Recommendations ” that dividends should 
be shown net, I expressed to my company’s 
auditors the view that it was inadvisable as 
well as to some degree incorrect to show 
them thus, as the company paying dividends 
deducted income tax only as an agent for 
the Inland Revenue, as is proved by the fact 
that if the recipient was not taxable he could 
always claim repayment of tax so deducted. 
It is admitted that very often up to a few 
years ago the profit for an accounting period 
was shown net in the profit and _ loss 
appropriation account, that is, as a “ taxed ” 
profit. There was then room for difference 
of opinion on whether dividends should be 
shown gross or net ; but this does not apply 
nowadays. 

It seemed to me (and I argued with our 
auditors at the time on these lines) that to 
show taxation gross (that is, without any 
recoupment from dividends) and dividends 
net, had perhaps a political bias about it, in 
that it exaggerdted the extent to which the 
company had been mulcted by a wicked 
Chancellor and to which the possible 
dividend had, as a result, been limited. I 


hope broadened and our arches we fear fallen. 


brisk) ; facing us across the corridor is a notice board 
telling us in which rooms penalties are dispensed. Shud- 
dering with memories of the Head Master’s Study we 
stagger into the sunshine of the Strand, with our minds we 


Much 


traffic has ambled from the Law Courts to Somerset House 
since we entered the Stamp Office ; clearly a coffee before 
we return to work would not be unreasonable. 


expressed the fear that unwittingly some 
** boomerang ” might have been created by 
this treatment, and I think that events have 
justified that fear. 

While the Companies Act, 1948, Schedule 
VIII, paragraphs 12 (1) (hk) and 14 (4), 
requires that there be shown “ the aggregate 
amount of dividends paid and proposed ” 
(indicating by note or otherwise whether 
this amount is or is not subject to deduction 
of income tax), it is a fact that in almost every 
case of published accounts the dividends are 
shown after deduction of tax, that is, net. 

Thus in the majority of company accounts 
there is- the “ regrettable inconsistency ” 
that : 

(a) Income tax and directors’ emoluments 

are shown gross, while 

(6) Dividends are shown net. 

The shareholder sees that he has been 
“ stung ” not only by a wicked Chancellor 
but by a grasping board of directors, 
whereas he and his fellow-suffering share- 
holders have only a small share, by com- 
parison, of the company’s profits. The 
boomerang has indeed returned on some- 
body’s head ! 

May I suggest that it would perhaps be 
enlightening if companies appended to each 
set of accounts a statement showing : 

(a) Salaries and wages of all kinds, after 

deduction of P.A.Y.E. ; 

(b) Directors’ emoluments, after deduc- 
tion of P.A.Y.E. ; 

(c) Dividends (net) ; 

(d) The total payments or liabilities to the 
Revenue in respect of each of the 
above classes of tax deductions ; 

(e) The taxation liability on profits un- 
distributed. 

Then we should indeed see “ where the 
money goes” and avoid any “ regrettable 
inconsistencies ”’ in our statements. 

Yours faithfully, 
H. W. HArrIsoNn, A.S.A.A. 

P.S.—I ought to add that I eventually 
yielded to the pressing arguments of our 
auditors, and against my better judgment 
have been showing dividends net in our 
accounts ! 

Reading, 

June 8, 1950. 
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TAXATION 


Leaves from the Notebook of a Professional Accountant 


Income Tax—11° 


By 


Tue Unirep KINGDOM HAS MANY ATTRACTIONS TO OFFER 
foreigners coming to the country, including beautiful 
scenery, buildings of historic interest, ancient monuments, 
art collections, shops filled with expensive merchandise for 
their exclusive benefit and a thousand other delights. 

If it were not for the excellence of English cooking, the 
modesty of our income tax at gs. in the £ and our Estate 
Duty, which at the worst absorbs only 80 per cent. of the 
dead man’s property, many foreigners would doubtless 
wish to end their days in our island, with its unrivalled 
climate and its glorious freedom from all restraints. 

Formerly it was the height of ambition of an American 
heiress to marry into one of the stately homes of England, 
but to-day she realises that the ancestral acres are rapidly 
finding their way into the melting pot, and that great 
though the income arising from her fortune may still be 
in America, despite taxation, the penalty of marrying an 
Englishman, with Income Tax and Sur-Tax at 19s. 6d. in 
the £, renders the proposition unattractive. 

The number of rich foreigners coming to this country 
for a purpose that is not temporary is likely, therefore, to 
dwindle in the future. 

Perhaps the solution would be for foreigners to invent 
some form of marriage which would not be recognised in 
this country or approved by the Rev. Stephen Collins but 
which would satisfy the conscience of all the world outside 
the United Kingdom. For the moment, however, it is idle 
to speculate on the short-sightedness of our laws in these 
times of peril, and therefore we will content ourselves with 
giving a very hearty welcome to those who still come to us 


from abroad. 
x x * x 


THE INDIVIDUAL WHO COMES FROM ABROAD 


Miscellaneous Rule 2 of Schedule D makes every 
individual who comes to the United Kingdom from abroad 
“* Resident ” for purposes of taxation unless he can satisfy 
three tests simultaneously, namely : 

(I) He is in the United Kingdom for some temporary 

purpose only, and 

(II) He is in the United Kingdom without any view or 
intent of establishing his residence in this country, and 
He is in the United Kingdom for less than six months 
in the aggregate in any tax year. 

* The first instalment in this series of Leaves from the Notebook of a 

Professional Accountant (Income Tax—I) appeared in our issue of 
April, 1950. 
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ERNEST EVAN SPICER, 


F.C.A. 


In order to assist visitors to a proper understanding of the 
law, the Revenue authorities have issued a leafiet setting 
forth their practice in dealing with individuals who com 
from abroad. This is known as the “ Visitors’ Circular” 
and may be summarised as follows : 

(I) If no “ Place of Abode” is maintained in the United 
Kingdom available for the visitor’s use, and his visits 
are not habitual but are occasional only, he is not 
regarded as Resident unless he has been in the United 
Kingdom for a period or periods aggregating six months 
or more in any tax year. 

(II) If a “ place of abode” be maintained in the United 

Kingdom available for his use, he is regarded a 
resident for any year in which he visits this country, no 
matter how short the visit may be. 
Even though a “ place of abode” be not maintained 
in the United Kingdom available for his use, and he 
does not stay in this country six months in any one year, 
he is nevertheless regarded as becoming resident if he 
visits the United Kingdom year after year and the 
annual visits are for a substantial period or periods of 
time. 

The question of Residence in any particular case can only 
be determined by reference to the facts of the case, but it 
can be said that the Board of Inland Revenue would 
normally regard an average annual period or period 
aggregating three months or more as “ substantial,” 
and the visits as having become “ habitual ” after four 
years. 

Where the visitor’s arrangements indicated from the 
start that regular visits for substantial periods were to be 
made he would be regarded as resident in and from the 
first year. 

The following “ omnibus” example emphasises the 
practice of the Revenue authorities in dealing with the 
cases of individuals who visit the United Kingdom from 
abroad. 


(III) 


ILLUSTRATION 


On Sunday, October 23, 1949, old Sir Lazarus Whiting 
celebrated his hundredth birthday. 

This was an occasion of some little importance in tht 
annals of the Whiting family, calling for a gathering on a 
unusually large scale. Invitations to be present at 4 
luficheon, to be given by Sir Lazarus at his house nea 
Dover, were therefore sent out, many months in advanct, 
to friends and relatives resident not only in this countt) 
but as far afield as Australia, New Zealand, South Afric, 
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America, Canada and Brazil. Amongst the friends 
iwited the Rev. Stephen Collins, of course, headed the list. 
He invariably attended all these gatherings in his capacity 
of Ghostly Comforter to the Family, and pronounced a 
spiritual blessing on the material sustenance provided, for 
which service he received, by well-established and 
recognised custom, a fee of ten guineas. 

Mr. Greatheart, the professional accountant, was also 
invited as a matter of course, but as, unhappily, there 
existed no brotherly love between him and the Rev. 
Stephen Collins, they always occupied seats at opposite 
ends of the table. Mr. Greatheart was undoubtedly 
responsible for this lamentable state of affairs because, 
on a recent occasion—within the hearing of the Rev. 
Cuthbert Crawler, curate to the Rev. Stephen Collins— 
he had, most misguidedly, expressed the very definite 
opinion that fees received—more particularly in £1 notes— 


Setting ge er 
) come fy bY 4 minister of religion (so regularly and so often), for 
~ular” I services which were deemed essential in order to regularise 
the “ serving of the soup,”’ were taxable in the hands of the 
United recipient. Mr. Collins found himself unable to regard 
s visix 282 friend a man who had been guilty of heresy so dam- 
is not Dable, amounting, as it did, to a savage attack on offerings 
Unitej | of the most sacred and secret character which, unpolluted 
months ff by fleshly considerations, were hallowed by all right- 
thinking men. 
Unite The party proved an unqualified success, and after the 
led as birthday cake, on which one hundred candles burned 
try, 10 bravely, had been cut, and the speech-making concluded, 
. Sir Lazarus withdrew to his study for a nap and the 
<n members of the family drifted slowly towards the library, 
yen each awaiting, with ill-concealed eagerness, a summons 
if he | to enter that Holy of Holies and there to receive, at the 
d thf hands of Mr. Greatheart, an envelope containing bank 
iods of M notes, a centenary gift from Sir Lazarus. 
The previous distribution made by Sir Lazarus had been 
: only (@ 02 a very princely scale and had absorbed a large portion 
but it | of his capital, but on this occasion, acting on advice 
vould tendered by Mr. Greatheart, the individual amount had 
sriods | been limited to £500 Yor two reasons, as follows : 
tial,” (1) Funds were running perilously low ; the arteries of 
four Sir Lazarus were those of a man of fifty, and Mr. 
Greatheart’s name figured prominently in his 
1 the client’s will, not only as executor and trustee but 
10 be also as legatee. 
the (2) Five hundred pounds was considered by Mr. 
Greatheart to be a just and convenient sum having 
the regard to the law regulating gifts inter vivos. 
. the In returning thanks to his great-great-grandson, who had 
from % proposed his health at the luncheon table, Sir Lazarus 
remarked casually that he felt sure his dear friend Mr. 
Greatheart would be pleased to combine business with 
iting J Pleasure should any of the family from abroad wish to 
consult him regarding their respective taxation positions 
the J °Msequent on their visit to the United Kingdom. It thus 
1 an] happened that Mr. Greatheart spent a very busy afternoon 
it af 4nd evening, and as we have been privileged to read his 
neat fH “Otes on the various interviews and, moreover, as we have 
nee, B been granted permission to make such use of them as in 
ntry J Ur discretion we may deem fit, we feel that we cannot do 
ica, J Detter than tu introduce to our readers the various members 


of the Whiting family, in the order in which they entered 
the library, 

(1) Mrs. Silas K. Hackenheimer 

Mrs. Hackenheimer was a great-niece of Sir Lazarus. 
She had married a wealthy Brazilian banker in the year 
1932 and assumed widow’s weeds in November, 1937. 
Her late husband was of German origin but he had 
acquired Brazilian nationality and died domiciled and 
resident in Brazil. 

She visited France regularly every year, but since the 
death of her husband she had not set foot in the 
United Kingdom, her main object in crossing the Atlantic 
being to study the latest models in Paris and to restock 
her wardrobe. 

On the occasion of her present visit she had arrived 
in England on April 24, 1949, to be with her twin sister, 
who was ill, and had intended to return to Brazil early in 
September, 1949, but on receipt of the invitation to be 
present at the centenary luncheon of Sir Lazarus she had 
booked her return flight for the day following this gathering, 
namely, Monday, October 24, at 11.30 a.m. 

She had no home in the United Kingdom and was 
staying with her sister Arabella in Belgrave Square. 

Her remittances from Brazil approximated £980. 

Mr. Greatheart listened patiently to Mrs. Hackenheimer 
and then informed her that at midnight that very day she , 
would have been in this country for a period of six months 
and would in consequence be deemed to be resident and 
thus liable to tax on the whole of her remittances from 
Brazil. . 

Mrs. Hackenheimer thereupon angrily told Mr. Great- 
heart that it was ridiculous to suppose that the Revenue 
authorities would take any notice of one day and that he 
ought to be ashamed of himself for trying to frighten a poor 
widow woman with such a fairy story. : 

Mr. Greatheart replied very calmly and politely that th 
rule was strictly applied. 

Mrs. Hackenheimer then produced what she imagined 
to be a trump card by telling Mr. Greatheart that as she 
had not arrived at the London airport until 9.45 p.m. on 
April 24, 1949, she would not have been six months in the 
country if she left at 11.30 a.m. on Monday, October 24, 
and that in consequence she would still have some ten 
hours in hand to “ fox” the authorities. 

Mr. Greatheart shook his head sadly and stated that 
the Revenue would not recognise a fraction of a day in 
these cir¢&mstances to enable her to avoid liability. 

By this time Mrs. Hackenheimer was in tears and was 
on the point of leaving the room when she remembered her 
*‘ envelope ” and thought of one further question to ask. 
The question was a natural one to cross her mind because, 
having travelled in the United States, she was aware that 
no foreigner was allowed to leave that country without 
first producing a certificate from the Revenue authorities 
to the effect that all American tax demands had been 
satisfied. She therefore asked Mr. Greathear: whether the 
British authorities retaliated with a like procedure. 

The answer being in the negative, Mrs. Hackenheimer’s 
tears turned to laughter, and she told Mr. Greatheart that 
the British Revenue authorities could go somewhere and 
whistle for their money. 


241 


be 
ert 
e 
“f 
“5 
P 
: 
” 
a. 
“aa 
# 
id 
q 
. 
= 
ay 
§ 
i 
. 
a 
si 
ee 
ar 
oe 
a 
‘2 
é te 
a9 
iy 
na 
ay 
AB 
an 
16 
ess 
af 
r 
Le 
“8 
=e 
fo 
Sg 
act 
xe 
43 
a 
: 
# 
bs 
Bs, 
Ue 
ok 
Phy 
¢ ot 
ioe 
ad 
ne 
ase 
Wig 
Res 
i ee . ; “ae 
a a s i bw ann ae eo re eee < ix an % 2 eo sv~ : eal: ae ee ena 
a Pe . Sa ee i 2 ae a. «dl Le ue om 7 7 @ aye oP ee ee 
WA ns ize. eee Es ae ae = ye é ; : * & b + ee 
, ae oy: aS : s eave = "uz ee ee ae E -. = — » eu h, 1 oF aes 


Mr. Greatheart then thought it appropriate to inform 
Mrs. Hackenheimer that he had told Sir Lazarus that any 
attempt to give her £500 would be an offence under the 
Exchange Control Act, 1947, a fact which explained the 
absence of an “‘ envelope ” in her case. He reminded her 
that she was born and bred a Whiting and he was sure 
that Sir Lazarus would never countenance an action which 
was indistinguishable from fraud on the British Revenue. 
He urged her, therefore, to remit from Brazil immediately 
after April 5, 1950, a sum of £500, so that acting as her 
agent he might discharge her liabilities. If, however, she 
persisted in taking advantage of the trusting attitude of the 
authorities towards foreigners, Sir Lazarus might feel 
bound to place the full facts before the Inland Revenue 
and offer to assume the liability himself so as to keep the 
** Whiting Escutcheon ” untarnished. 

The interview closed with further tears. 

Note : 

As this would be the first year in which Mrs. Hacken- 
heimer had made remittances to this country, the basis 
of assessment would be the Actual Remittances during the 
fiscal year 1949-50. 

Mr. Greatheart was bound, therefore, to suggest that 
this further remittance of £500—even though made by her 
for the express purpose of meeting her tax liability—should 
not be made during the current fiscal year 1949-50, since 
this would involve the payment of tax on the tax. 

(2) Miss Tabitha Whiting—Tabby 

Miss Tabitha Whiting, or Tabby as she was known to 
all her friends, had settled in Toronto, Canada, eighteen 
years previously to keep house for her bachelor brother 
Theophilus, who was the senior partner in a very thriving 
‘firm of lawyers in that city. She had never had a holiday 
outside Canada in all those years, but as her brother had 
accepted an invitation to represent the Canadian Law 
Society at an International Conference to be held in 
Melbourne, Australia, and expected to be away from 
Canada for many months, she had taken the opportunity 
of revisiting the Old Country and meeting once again all 
her numerous relations. 

Thus she found herself in the old house at Dover on 
Sunday, October 23, 1949. 

She had been standing quite near the library door, and 
although she was not, of course, listening at the keyhole 
she could not help overhearing many of the remarks which 
Mrs. Hackenheimer had addressed to Mr. Greatheart in a 
very loud voice. She also thought that she had heard Mr. 
Greatheart telling Mrs. Hackenheimer that, as she had 
been in England for over six months, she had done some- 
thing very wrong and was sure to be punished severely. 
Thus, when at last she entered the library herself she was 
trembling lest he would be equally cross with her and 
perhaps threaten her with a policeman. Mr. Greatheart, 
however, welcomed her with a smile and gave her a cup of 
tea, and within five minutes she was saying to herself that 
she had never met such a kind and sympathetic old 
gentleman in all her life. 

‘She told Mr. Greatheart that, as she was never likely to 
get another chance of coming to England, she had intended 
making a long stay, but of course if she had to pay, in 
addition to her expenses, a lot of income tax, she would 
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have to go home much sooner than she had planned, She 
said she had arrived on October 16 and had intended t 
stay till Friday, September 19, but if Mr. Greatheart to 
her she mustn’t, then, of course, she wouldn’t. 

Mr. Greatheart told her, however, that if she did no 
come to England again for at least three years he wou 
let her stay till September 19, and that he would not dreay 
of allowing the Inspector of Taxes to interfere with he 
holiday or make her pay any taxes at all. 

He told her that he could give her this assurance becayy 
she would not have been in the country for as much ag six 
months in any one fiscal year. 

Poor Tabby, who had no notion of what a fiscal year 
meant, was so overcome with joy on hearing this tha 
without thinking what she was doing, she put her arms 
round Mr. Greatheart’s neck and gave him a good hug. 

Mr. Greatheart then explained how sorry Sir Lazary 
was that he could not give her £500, but he was precluded 
from doing so under Exchange regulations. Sir Lazar 
assured her, however, that during her stay in England his 
house and those of his two brothers, Sir Ambrose and Mr 
Reynolds Whiting, were ever open to her for as long as she 
would honour them with her presence. 

(3) The Whiting Brothers 

The four brothers Whiting, Algernon, Hilary, Lawrence 
and Sebastian, of the firm of Whiting and Whiting, Cap 
Town, entered the library together, hoping thereby to save 
Mr. Greatheart’s valuable time and, incidentally, their own 
pockets. 

Mr. Algernon Whiting, the eldest brother, headed the 
deputation and informed Mr. Greatheart that they had 
left Cape Town by air for Paris the previous Monday, 
namely, October 17, intending to call on some important 
customers in the Gay City before coming to England for 
the centenary party. Unhappily, they had been delayed 
by engine trouble in Cairo and then, when over France, 
had been diverted from their normal route owing to fog 
and had only landed that very morning (the day of the 
party) at the airport outside Boulogne. Finding then- 
selves unable to charter a private plane in time for the 
luncheon but learning that an excursion steamer to Dover 
was sailing within two hours, they managed to secure 
day excursion tickets, for which, it was advertised, pass- 
ports were not required, and arrived at the house of Sir 
Lazarus just ten minutes before that gentleman called 
upon the Rev. Stephen Collins to say grace. 

Each of the brothers visited Europe once every three and 
a half years for four months, part of which time was 
always spent on the Continent. 

They were troubling Mr. Greatheart, not because they 
thought their visit on this occasion—which, except in the 
case of Mr. Lawrence Whiting, was to be limited to ten 
days—would render them liable to any British taxation 
but rather as a matter of form to please Sir Lazarus, who 
was so very fussy about income tax. They had therefore 
ventured to enter the library together so that Mr. Great- 
heart could give them a collective certificate of immunity 
from any liability. ' ; 

Mr. Greatheart thanked Mr. Whiting warmly for hi 
very lucid statement, but nevertheless said that as a mattet 
of form, purely as a matter of form, he would deal with 
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each brother separately, in order of precedence, just in 
ase there were any special features deserving con- 


sideration. 


Mr. Algernon Whiting 
did no The last occasion on which Mr. and Mrs. A. Whiting 
- Would ff had visited this country was in the year 1947. Altogether 
dream MM they were in the United Kingdom 11} weeks, the rest of 
ith he Mf their holiday having been spent on the Continent. Not 
taving any abode in this country available for their use 
yecaus: ME they had stayed with Mrs. Whiting’s parents in Sevenoaks. 
1 assixf Mr. Whiting had a large holding in 3} per cent. War 
loan and enjoyed an income of approximately £1,325 
il year JM per annum from foreign stocks paid through agents in 
3 that, London and credited gross to his account at Lloyds Bank, 
r arms iM Piccadilly, by arrangement with the authorities. 
hug. On these facts Mr. Greatheart was able to confirm Mr. 
azaru; f Whiting’s view that he was neither resident nor ordinarily 
cluded # resident in the United Kingdom and that his visit to this 
azarus | country on the present occasion, which was to be limited 
nd his (M to ten days, would not affect the position. 
dMr.™@ Mr. Greatheart handed to Mr. Whiting his “‘ envelope ” 
as she after deducting therefrom the sum of £10 1os. for pro- 


fessional services rendered. 


(B) Mr. and Mrs. Hilary Whiting 
Mr. Hilary Whiting’s last visit to this country was in the 
year 1947. Altogether he and his wife had spent nearly 
fur months in Europe, and not having at that time a 
“place of abode” in the United Kingdom available for 
their use they had stayed either in hotels or with friends. 

In April, 1948, Mrs. Whiting came to England with 
her two young daughters and rented a house near Oxford 
to enable her to supervise their education in that centre of 
learning. Mrs. Whiting remained in England until after 
the Christmas holidays, when she returned to Cape Town, 
leaving her daughters in the care of their old nurse. 

Mrs. Whiting’s declared intention was to spend nine 
months of each year in Oxford and the remaining three 
months with her husband in South Africa. 


th, During the fiscal year 1948-49 Mr. Whiting remitted to 

A his wife in Oxford sums aggregating £2,800 to cover her 

cure I “PCSES. sie aoe 

eam Mr. Whiting had a large holding in 34 per cent. War 

gi Loan and his interest and dividends from foreign stocks, 

lled collected through paying agents in London and credited 
gross to his account with the Midland Bank, Princes 

- Street, by arrangement with the authorities, amounted to 

ven £300 per annum. No remittances were to be made to 
Mrs. Whiting during the fiscal year 1949-50 as Mr. 

ey Whiting had made arrangements whereby his wife could 

the draw on his account with the Midland Bank. 

a Mrs. Whiting did not propose to return to South Africa 

tia until after her husband’s leave in the year 1950. 

ho @ Mr. Whiting had booked his return flight to Cape Town — 

m with his brother Algernon for October 29, 1949. 

~ On these facts Mr. Greatheart informed Mr. Hilary 

sity Whiting that as a consequence of his present visit he was 

'& ‘sident, but not ordinarily resident, in the United 

his @ “ingdom during the whole of the current fiscal year 

ter JB '949-50. 

‘th His income from foreign stocks, collected through paying 


agents in London, amounting to £300 gross would thus 
be assessable to tax in this country. 

As, however, being resident, he was entitled to perscnal 
allowance as a married man, and could also claim “ child 
allowances ” in respect of his twin daughters aged 12 years, 
the total allowances would exactly equal the assessable 
income and in consequence no tax would be payable. 

He was able to inform Mr. Whiting that his War Loan 
interest would be immune from taxation because, though 
resident, he was not ordinarily resident. His remittances 
to Mrs. Whiting totalling £2,800 during the year 1948-49 
would also escape taxation because, as Mrs. Whiting was 
living with her husband “in intent,” though actually 
separated from him by three thousand-odd miles, she could 
not be assessed for the year 1948-49. Moreover, for the 
year 1949-50, although he was resident in the United 
Kingdom and capable of being assessed, there would be no 
liability because there would be no remittances. 

Thus there would be no tax to pay as a result of his 
present visit. 

The “ envelope,” however, was “ taxed at the source” 
in the sum of twenty guineas. 


(C) Mr. Lawrence Whiting 


Mr. Lawrence Whiting informed Mr. Greatheart that 
he was unmarried and that he had last visited this country 
in the year 1946. As it was again his turn to spend four 
months in Europe he intended to remain in the United 
Kingdom until January 20, 1950, and then to return to 
Cape Town in the Aldebaran Castle, which was due to sail 
on that day. 

During his holiday he hoped to get some golf in Scot- 
land and—weather permitting—to practise long-distance 
swimming in preparation for the next Olympic Games, in 
which he hoped to take part as a representative of South 
Africa. 

He had no British Government stocks but he had a 
large holding in Swedish Match Bonds and other foreign 
stocks, the interest on which was collected through paying 
agents in London and credited gross to his account at the 
Westminster Bank, Lothbury, by arrangement with the 
authorities. 

He estimated his income from this source at about 
£4,800 per annum. 

He informed Mr. Greatheart that he always stayed in 
hotels when in Europe and that he had no “ abode” in 
this country. 

Under cross-examination, however, Mr. Greatheart 
elicited the interesting fact that just before Lawrence left 
England in the year 1946 he had instructed his solicitors 
to purchase a cottage at Lyndhurst in the New Forest for 
the occupation of his old nurse, who was in receipt of a 
pension from the three brothers. 

The old lady was thrilled with this proof of the affection 
of “her own dear Laurie,” but, being independent 
(though a dependant), insisted on paying a rent of £6 10s. 
per annum by quarterly instalments; and in order to 
render herself, her heirs and assigns legally liable she 
begged him to arrange for a seven, fourteen, or twenty-one 
years’ non-repairing lease to be prepared for her signature, 
containing a clause whereby the first floor front bedroom 
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should—throughout the entire period—be kept furnished 
and available for his use whenever he visited England. 

To please the old lady this was done and the solicitors 
produced a document in ornamental handwriting—tright 
clerkly—smothered in seals and green silk such as would 
have done credit to a draftsman of the fourteenth century. 

Mr. Greatheart looked very grave during the recital 
of this touching story, and as soon as Mr. Whiting had 
concluded he informed that gentleman that, by allowing 
his heart to overrule his head, he had gone out of his way 
to retain a “ place of abode” in the United Kingdom 
available for his use and that, in consequence, he had 
made himself legally resident in this country during the 
whole of any fiscal year in which he visited the United 
Kingdom, no matter how short the period might be. 

Thus the whole of his income from foreign stocks, 
collected through paying agents in London, amounting to 
£4,800 per annum was assessable to tax for the year 
1949-59. 

Mr. Whiting was dumbfounded on hearing this 
devastating news, and had difficulty in believing that it 
made no difference whether in fact he occupied the 
*“ front bedroom ” or not. He then begged Mr. Greatheart 
to consider whether there was not some way round the 
difficulty, having regard to the magnitude of the issues 
involved. 

Mr. Greatheart shook his head mournfully, remarking 
that had it been possible for Mr. Whiting to return to 
France on the excursion steamer that very day, he was of 
opinion that all might have been well, because use might 
have been made of the proposition that English law 
ignores fractions of a day. Unhappily for Mr. Whiting, 
the excursion boat had already sailed and it was too late 
to charter a plane. 

On hearing this Mr. Whiting did not hesitate one 
moment, but requesting his brother Algernon to settle 
with Mr. Greatheart and to collect the balance—if any— 
remaining in his “envelope,” rushed from the room. 
Having telephoned to a friend in Calais with a request 
that he should look out for him on the beach some time 
the following afternoon, bringing a suit of clothes, he 
quickly changed into his swimming suit, motored with 
his brother Hilary to the seafront and dived into the water. 
Fortunately the sea was dead calm and, as everybody 
knows, he swam the Channel in the incredibly short time 
of 14? hours, thus beating Captain Webb’s time by almost 
exactly seven hours. 

In this manner he retained, in the opinion of Mr. 
Greatheart, his status as a non-resident. 

Anyhow, there was nothing stamped on his passport 
to show that he had entered or left the United Kingdom 
during the fiscal year 1949-50. 

(D) Mr. Sebastian Whiting 

Mr. Sebastian Whiting, aged 32, was the youngest of 
the four brothers and had only joined the firm in Cape 
Town on January 1, 1949, having gained all his business 
experience in the firm of his uncle in London. He had 
sailed from Southampton on the Wentworth Castle on 
December 5, 1948. 

His wife had remained in England at their house in 
Curzon Street where their son and heir was born on 
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_visit in 1949. Assuming the appeal succeeded, he would 


June 5, 1949. She was still in England when her husband 
with his three brothers, landed at Dover on October 23 
1949. 

Mr. Whiting had inherited a substantial fortune from jj 
late father, who died in 1927, and his aunt Agatha Whiting 
who was also his godmother, had transferred to Pee 
£30,000 4 per cent. Victory Bonds on the occasion of hj 
coming-of-age, an investment which he still held. 

As he had joined the firm in South Africa only 
January 1, 1949, he was not due for leave till 1952, but k 
and his brothers had felt that Sir Lazarus might take } 
amiss if he did not attend the centenary luncheon. Heng 
his present visit of ten days to the United Kingdom. 

Since he arrived in South Africa on January 1, 1949, he 
had remitted to his wife £1,250 to cover her expense, 
including the perambulator. 

On these facts Mr. Greatheart felt bound to wan 
Sebastian Whiting that while his dutiful conduct to hi 
great-uncle Lazarus would doubtless be greatly appre- 
ciated by that gentleman it would very likely prove 
expensive to his pocket, since he had probably rendered 
himself thereby not only resident but also ordinarily 
resident for the whole of the two fiscal years 1948-49 and 
1949-50. 

When he went abroad in December, 1948, his intention 
was, of course, to do so for a purpose other than occasional 
residence. He returned to the United Kingdom, however, 
before he had completed one year’s absence and, moreover, 
he had retained a “ place of abode ” available for his use 
in Curzon Street. In accordance with normal Revenue 
practice, therefore, his departure would be regarded as for 
occasional residence only and he would be taxed as if he 
had never left the country. 

As regards the remittances to his wife aggregating £1,259, 
this would have to be split as between the years 1948-49 
and 1949-50 so that assessments could be made in the 
proper amounts. 

He would thus have to start de novo the process of 
acquiring a non-resident status and this would run from 
the date of his departure from the United Kingdom after 
concluding his present visit. 

The only really bright spot in the whole picture was the 
** child allowance ” which he could claim in respect of the 
year 1949-50. 

Having delivered himself of this somewhat depressing 
opinion Mr. Greatheart suggested that Mr. Whiting might 
just as well have a sporting run for his money by appealing 
to the Special Commissioners. It would be a gamble, of 
course, but these Commissioners might possibly take a les 
rigorous view of the law than the Revenue authorities and 
it was possible that they might rule that his purpose i0 
leaving the country in December, 1948, was for more than 
occasional residence abroad, notwithstanding the short 


still remain resident for the whole of the year 1949-50, but 
he would not be ordinarily resident and liable to tax on the 
income arising on his holding of Victory Bonds. 

Mr. Whiting thanked Mr. Greatheart for this helpful 
suggestion, which he accepted, begging that gentleman 
act for him in his absence and giving him carte blanche to 
take whatever steps he might consider proper. 
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After al! the “‘ envetopes *’ had been distributed and the 
ist guest liad taken his departure, Mr. Greatheart invited 
sinto the library to join him with a cigar and a nightcap, 
the ingredients of which were a close secret of Bunn, the 
aged butler of Sir Lazarus. 

Finding Mr. Greatheart in an expansive mood we begged 
him to narrate to us particulars of the most unusual tax 
case with which he had been associated, and this was the 
sory he told us on the night of October 23, 1949. 

* * * * 

MR. GREATHEART’S STORY 
Many years ago I was asked to investigate a sad case 
involving fraud on the Inland Revenue. 

Young Gordon Prendergast was the only son of a lady 
to whom in his early manhood Sir Ambrose Whiting had 
offered marriage. She was young and beautiful and all was 
running smoothly until one evil day George Prendergast 
crossed her path. He was a veritable magnet to an 
impressionable girl and before she knew what she was 
doing he had swept her off her feet and had married her 
within a month of meeting her. Her married life proved 
unhappy almost from the start and within three months of 
the birth of her son he deserted her, having robbed her 
of all she had, 

Sir Ambrose supported the lady and educated the boy 
and eventually bought the lad a share in a firm of paper 
merchants. Being quick at figures, he took over the entire 
control of the financial side of the business and prepared the 
income tax Returns of the firm, agreeing the figures each 
year with the Surveyor of Taxes, with whom he had 
become very friendly. 

But one year when he paid his annual visit to the 
surveyors office he was met by a new and younger 
surveyor who examined him somewhat closely on a 
number of questions which he said he couldn’t (and 
anyhow wouldn’t) answer without reference to the books. 
Months passed by and eventually the new surveyor 
demanded to see the private ledger, which after some 
further delay was produced. 

Unhappily for Gordon Prendergast he had failed to 
notice a small ticket which had been pasted on to the 
back cover of the book bearing a number and the maker’s 
name. Inquiries elicited the date when the book had been 
made and supplied, but as many of the entries were dated 
years previously it became obvious that it was not the 
genuine private ledger of the firm. 

The Inland Revenue took action ; a warrant was issued 


for the arrest of young Gordon Prendergast and he duly 
appeared before the magistrate and was committed for 
trial at the Old Bailey. He was granted bail at the request 
of Sir Ambrose and he and I were his sureties in the sum 
of £500 each. 

Pending the trial Prendergast showed every sign of 
contrition and gave all the assistance in his power to 
unravel the falsified accounts, but when the day of the 
trial came he failed to answer his name. He had fled the 
country and our bail was duly estreated. Afterwards we 
learned that he had escaped to Mexico, where he had 
succeeded in making good. 

But listen, my friend, to the strange sequel. 

A battleship and six other war vessels of Her Maijesty’s 
Fleet paid a courtesy visit to the Port of Vera Cruz in 
Mexico and all the British colony made preparations to do 
honour to their country’s flag. What, then, was their 
astonishment when an order from the Admiral was posted 
prohibiting any British subject from setting foot upon any 
of the warships? I was told that Gordon Prendergast was 
the first of the British colony to present himself at the 
gangway of the flagship and was also the first to be turned 
away. What, then, was the explanation of the Admiral’s 
amazing order ? 

I happen to know old Admiral Sir John Cullen and one 
day when the second bottle had loosened the tongues of 
men I asked him to tell me and this is his answer. 

Don’t you know, he said, that all the wrong ’uns of 
England fly to Mexico, where they can’t be nabbed under 
any extradition treaty? Well now, my boy, a British 
warship is British soil all over the world and it would have 
been my duty to bring any of them back once they set foot 
on any of my ships. Each of my Captains had been given a 
list of criminals wanted, but is a British Admiral to be 
turned into a policeman? Anyhow, not I, so your friend, 
whatever his name may be, can thank his stars I wouldn’t 
let him put his neck into the noose. 


* * * * 


Having now dealt with those “‘ coming from abroad ” 
we will once again temporarily close our notebook. 

There are anomalies in the Income Tax law dealing 
with husband and wife which are but rarely discussed, 
upon which we should have liked to touch, but our time 
is exhausted and we cannot expand our allotted space by 
the introduction of a fourth dimension. 


(To be concluded) 


A Stable Pound ! 
While the shrinkage of the pound sterling is a matter of common 
observation, we may console ourselves with the assurance, that 
the other British pound, the Imperial Standard Pound weight, is 
stable. At the end of a very technical report, the National Physical 
Laboratory tells us that no change in that Pound has occurred 


since the last tests, which were made in 1933. Yet how rigorous 
are the standards of the physicists for their pound, compared with 
those of the economists for theirs! The quality of the Imperial 


Standard Pound “ falls short of that which should be associated 
with primary standards . . . and there are visible surface defects 
on the pounds.” ‘“ Surface defects,” indeed! If only the defects 
of the pound sterling were as superficial! 


But perhaps the economists do not show up so badly, after all. 
The pound weight may be stable, but the physicists have no cause 
for complacency. Mingled with their pride in the pound weight, 
indeed, they sound a note almost of alarm when they report upon 
the Imperial Standard Yard. Not only is the primary standard 
of length as defective as that of weight, but the yard has been 
shrinking, is shrinking and, unless the “‘ urgent ” recommendation 
for “‘ redefinition ” is implemented forthwith, will continue to 
shrink. The total decrease during the last 52 years being nearly 
2 parts in a million.” In a mere 15 million years the yard will 
have shrunk by as much as the pound sterling in the last 12 years— 


redefinition is certainly * urgent.” 
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Estate Duty and 


Property Deemed 


to Pass 


By C. L. LAWTON, m.sc.(gEcon.), Barrister-at-Law 


1. Property ‘‘ passing ’’ on death 


As IS WELL KNOWN, ESTATE DUTY IS LEVIABLE 
under Section 1 of the Finance Act, 1894, 
on the principal value of all property which 
passes at the death. The many decisions 
on the Section have established some fine 
distinctions, but the guiding rules in 
deciding whether property is dutiable under 
this Section are as follows: Firstly, in 
order to “ pass ” within the meaning of the 
Section property must exist both before and 
after the death (Attorney-General v. Quixley, 
45, T-L.R. 455). Hence, an annuity which 
the deceased has bought on his own life and 
which ceases on death, without further 
benefits, is not property “ passing ” at the 
death. Moneys paid at death under a life 
assurance policy are not property “ passing ” 
at the death. But an annuity under a will 
on the joint lives of father and son and the 
life of the survivor is property “‘ passing ” 
on the death of the father and not (see 
below) a cesser of interest under Section 2 
(1) (0) (re Duke of Norfolk’s Will Trust, 
1949, L.J.R. 1675). Secondly, the mere 
change in the legal title to property owing 
to death without some change in the 
beneficial ownership will not give rise to 
duty. For example, if A is a trustee for X, 
the death of A will not in itself give rise to a 
claim for estate duty, although there will 
necessarily be a change in the legal owner- 
ship which must be vested in a new 
trustee. It is, in fact, expressly provided by 
Section 2 (3) of the Finance Act, 1894, that 
property passing on the death of the 
deceased shall not be deemed to include 
property held by the deceased as trustee for 
another person under a disposition not 
made by the deceased. On the other hand, 
where the legal title and the beneficial 
interest both reside in the deceased at the 
time of his death, in property which con- 
tinues to exist after death, there is a clear 
case of duty leviable under Section 1. A 
slightly more difficult case is where the 
beneficial interest resides in the deceased 
but the legal title does not—the common 
case where a life tenant dies and at his 
death the beneficial enjoyment passes to 
another life tenant or a remainderman. 
It is now well established that in all cases 
where there is a passing of the enjoyment 
in the property as a whole on the death, 
duty is leviable under this Section (see 
Attorney-General v. Milne, 30, T.L.R. 476). 
And the mere fact that the enjoyment is 
divided into shares will not prevent the 
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property passing as a whole within the 


meaning of the Section. Property passing 
as a whole does not require that the whole 


of the property shall pass (per Maugham, 
J., in Re Northcliffe (1929, 1 Ch. 327). 


2. Property ‘‘ deemed ”’ to pass on 
death 

Any case which is not caught by the net 
of Section 1 is very likely to be caught by 
Section 2. Section 1 embraces property 
** passing ” at the death. Section 2 refers to 
property which is deemed to pass at the 
death. It now appears to be clear that 
Sections 1 and 2 are regarded as mutually 
exclusive. In re Duke of Norfolk’s Will Trusts 
(1949, L.J.R. 1675) Wynn-Parry, J., said : 

If it does [if property “‘ passes ’’] then cadit 
questio; the duty will be payable under Section 1. 
One is not entitled to go on and ask whether, in 
regard to this annuity, property could be 
deemed to pass under Section 2 as upon the 
cesser of an interest. The determination that 
the property passes under Section 1 makes it 
needless to consider, and prevents one from 
considering, whether in regard to the same 
annuity an interest has ceased under Section 2.* 
Perhaps the shortest way of expressing the 
difference between the two Sections is to say 
that whereas Section 1 imposes duty on the 
property as a whole, Section 2 is concerned 
with particular interests in property (per 
Lord Wright in Adamson v. Attorney-General, 
49, T.L.R. 169) and it must be shown that 
the interests in property which it is sought 
to charge come within the Section (re 
Earl Fitzwilliam’s Agreement, 66,T.L.R. 174). 

Of these particular interests in property, 
four are set out in Section 2 (1), namely : 


(a) Property of which the deceased was 
at the time of his death competent to 
dispose. 

Property in which the deceased or 
any other person had an interest 
ceasing on the death of the deceased, 
to the extent to which a _ benefit 
accrues or arises by the cessor ef such 
interest, but exclusive of property the 
interest in which of the deceased or 
other person was only an interest as 
holder of an office or the recipient of 
the benefits of a charity or as a 
corporation sole. 


Property which would be required on 
the death of the deceased to be 
included in an account under Section 


(b) 


(c) 


* This decision has been upheld in the Court 


of Appeal (66, T.L.R. 675). See below. 


38 of the Customs and Inlay, 
Revenue Act, 1881, as amended by 
Section 11 of the Customs and Inlay 
Revenue Act, 1889, if those Sectig, 
were herein enacted and extended j 
real property as well as person 
property and the words “ voluntary* 
and “ voluntarily ” and a refereng 
to a “volunteer” were omitt 
therefrom, and 

(d) Any annuity or other inicrest pur 
chased or provided by the deceas 
either by himself alone or in concer 
or by arrangement with any othe 
person to the extent of the beneficig 
interest accruing or arising by sy. 
vivorship or otherwise on the death 
of the deceased. 


3. Competent to dispose 


The cases falling under paragraph (a) of 
Section 2 (1) are very numerous, but two 
instances may be given which show clearly 
the connection between the property which 
is deemed to be included in property passing 
because the deceased was competent to 
dispose. Under the definition of the 
expression “‘ competent to dispose” con 
tained in Section 22 (2), the deceased js 
competent to dispose of property if he has 
such an estate or interest therein or such 
general power as would, if he were sui juris, 
enable him to dispose of the property, 
including a tenant in tail whether in 
possession or not, and the expression 
** general power ” includes every power or 
authority enabling the donee or other 
holder thereof to dispose of property as he 
thinks fit whether exercisable by instrument 
inter vivos or by will or both but exclusive of 
any power exercisable in a__ fiduciary 
capacity under a disposition not made by 
himself or exercisable as tenant for life 
under the Settled Land Act, 1882 (now 
1925), or as mortgagee. The expression has 
thus nothing to do with contractual or 
testamentary capacity. The first of the two 
cases is that of a joint tenant who has not 
severed the joint tenancy during his life- 
time, in consequence of which the whole 
property will pass to the surviving joint 
tenant at death by survivorship. But 
inasmuch as one of two joint tenants migh! 
have severed during his lifetime he will be 
regarded as having been competent to 
dispose of his interest, even though he did 
not do so, and duty on one-half of the 
property jointly held will be levied accord- 
ingly. The second case is that of super 
annuation. Ifa gratuity at death is payable 
as of right the gratuity is property of which 
the deceased was competent to dispose and 
it will be liable to duty under Section 2 (1) 
(a) but, since it only arises at death, the 
property may be “ deemed ” to pass under 
Section 2 but will not actually “ pass” 8° 
as to be chargeable under Section 1. 
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4, Cesser Or interest 
4 typical case falling under paragraph 
s) js that of an annuity charged on property 
' distinct from an annuity payable under 
covenant. It will be observed that both 
ecesser of interest and a benefit accruing 
byesefrom are necessary. It is by virtue of . 

e cesser of interest that property pre- 
ously charged with the annuity is deemed 
to pass. But that condition being satisfied, 
there is a special rule for determining the 
lu of the property which is deemed to 
pas. This is to be found in Section 7 (7) 
according to which : 

The value of the benefit accruing or arising 
fom the cesser of an interest ceasing on the 
death of the deceased shall : 

(a) if the interest extended to the whole 
income of the property be the principal 
value of that property ; and 

(b) if the interest extended to less than the 
whole income of the property be the 
principal value of an addition to the 
property equal to the income to which 
the interest extended. 

The distinction between (1) a continuing 
annuity which is property “‘ passing ” under 
Section 1 and therefore dutiable on the 
principal (i.c., actuarial) value having regard 
to the expectation of life of the surviving 
annuitant and (2) a single annuity charged 
on property which on the death of the 
annuitant is property deemed to pass under 
paragraph (6) of Section 2 (1) and dutiable 
under Section 7 (7) (6) was very clearly 
brought out in the Court of Appeal in Re 
Duke of Norfolk’s Will Trusts, Public Trustee v. 
Inland Revenue Commissioners (66 T.L.R. 695). 
In the words of Jenkins, L.J., at pp. 704-705: 

Section 2 (1) (6) in my judgment contem- 

plates a cesser of some interest in property or 
the income thereof which has the effect of 
discharging the property from the interest 
so ceasing for the benefit of the persons 
entitled to it subject to such interest. In other 
words, the benefit contemplated by the 
Section is a benefit which accrues or arises to 
the property by reason of the cesser of the 
interest. This accords with the views expressed 
by Mr. Justice Lush in Aiét.-Gen. v. Watson 
({1917] 2 K.B. 427 at pp. 431 and 4932) 
and is, I think, borne out by the method of 
valuation prescribed by Section 7 (7) (6), the 
value of the “ slice ’’ ascertained in accordance 
with that provision being an appropriate 
index of the benefit accruing or arising to 
property, or to persons entitled to property 
when an interest such as an annuity for one 
life to which it was formerly subject ceases by 
the death of the annuitant. But it is, so far 
as I can see, wholly inappropriate to a case 
in which property is charged with a continuing 
annuity which does not cease on the death of 
the person for the time being entitled but 
remains on foot for the benefit of the next 
taker. 

It may be noted that the scope of this 
paragraph (b) was artificially widened by 
Section 43 (1) (b) of the Finance Act, 1940, 
toembrace the disposition or determination 


of life interests after such interests have 
become interests in possession. There is a 
technical amendment of this provision in 
the Finance Bill which is designed to confine 
exceptions to the charge to estate duty to 
the cases specified in the Section. 


5. Customs and Inland Revenue Act, 
1881 

Elucidation of paragraph (c) of Section 2 
(1) of the Finance Act, 1894, requires first a 
reference to Section 38 (2) of the Customs 
and Inland Revenue Act, 1881, by which 
the personal or movable property to be 
included in an account shall be property 
of the following description, namely : 

(a) Any property taken as a donatio mortis 
causa made by any person dying on or 
after June 1, 1881, or taken under a 
voluntary disposition made by any 
person so dying purporting to operate as 
an immediate gift inter vives whether by 
way of transfer, delivery, declaration of 
trust or otherwise which shall not have 
been bona-fide made [five years] before 
the death of the deceased. 

Any property which a person dying on or 
after such day having been absolutely 
entitled thereto has voluntarily caused 
or may voluntarily cause to be trans- 
ferred to or vested in himself and any 
other person jointly whether by dis- 
position or otherwise so that the bene- 
ficial interest therein or in some part 
thereof passes or accrues by survivorship 
on his death to such other person. 

Any property passing under a past or 
future voluntary settlement, made by 
any person dying on or after such day, 
by deed or any other instrument, not 
taking effect as a will, whereby an 
interest in such property for life or any 
other period determinable by reference 
to death is reserved, either expressly or 
by implication, to the settlor or whereby 
the settlor may have reserved to himself 
the right by the exercise of any power to 
restore to himself or to reclaim the 
absolute interest in such property. 

Furthermore, Section 11 of the Customs 
and Inland Revenue Act, 1889, so far as 
material, provides that the description of 
property, marked (a) in the above para- 
graph, shall include property taken under 
any gift whenever made of which property 
bona fide possession and enjoyment shall not 
have been assumed by the donee immedi- 
ately upon the gift and thenceforth retained 
to the entire exclusion of the donor or of 
any benefit to him by contract or otherwise. 
(i) Valuation of Gifts 
Under paragraph (a) of Section 38 (2) of 
the Customs and Inland Revenue Act, 
1881, the very interesting case of Attorney- 
General v. Oldham (1940, 2 K.B. 485) may 
be quoted. In that case the deceased made 
a gift of shares but died within three years 
and the question of duty therefore arose. 
Subsequently to the gift a bonus issue of 
shares was made by the company in conse- 


(5) 


(¢) 


quence of which the price of the shares fell, 
It had been already settled that the value 
of such a gift for estate duty purposes is to 
be the value not at the date of the gift 
but at the date of death (Strathcona v. 
CLR. (1929, S.C. 800). The question 
therefore fell to be decided whether the 
value of the gift should be on the original 
number of shares or the number as aug- 
mented by the issue of bonus shares. It 
was held that the liability to duty was 
confined to the actual property taken, that 
is, the number of shares given exclusive of 
the bonus shares. In the slightly earlier 
case of In re Payne (1939, 3 A.E.R. 875) 
bonus shares which had been added to a 
settlement were held to be dutiable, and in 
Attorney-General v. Oldham the case was dis- 
tinguished because in the earlier case, there 
being a settlement, the law would itself 
identify the subject of a trust. 
(ii) Joint Ownership 
It appears that, strictly speaking, the 
Commissioners may, under paragraph (6) 
of Section 38 (2) of the Customs and Inland 
Revenue Act, 1881, claim duty on the 
whole amount of property jointly owned on 
the death of the former sole owner if any 
part, however small, of the beneficial 
interest is retained and passes on the death. 
Probably the most common case in practice 
is where money which was formerly in the 
sole name of a husband is placed by him 
in the joint names of himself and his wife. 
This may be a mere matter of convenience 
(as in Marshall v. Crutwell (1875, 20 Eq. 328) 
or may be an advancement by the husband 
in favour of the wife. Ordinarily, therefore, 
this property might be expected to be 
exempt from duty if the advancement had 
been made more than five years before 
death (see Section 47 of the Finance Act, 
1946), but the presumption appears to be 
that the husband remains entitled to enjoy- 
ment during his lifetime (see Hanson on 
Death Duties, gth edition, at p. g1, citing 
re Hood and other cases) and a claim to 
duty arises. One would expect that it 
could, like any other presumption, be 
rebutted. 
(iii) Voluntary Settlement 
As to the reservation of an interest within 
the meaning of paragraph (c) it has been 
held that the reservation of 4 per cent. 
interest on the value of shares transferred is 
sufficient to attract duty (Crossman v. the 
Queen, 1886, 18 Q.B.D. 256). 


6. Bona-fide purchases and debts 


Section 2 (1), paragraph (c), of the 
Finance Act, 1894, is thus seen to provide, 
by reference to the Customs and Inland 
Revenue Act, 1881, for the levying of duty 
where there have been voluntary dis- 
positions or voluntary settlements or where 
property has been voluntarily transferred 
from one person to that person and another 
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jointly. This Section invites comparison 
with Section 3, which exempts from duty 
transactions for money consideration in the 
following terms : 

(i) Estate duty shall not be payable in respect 
of property passing on the death of the deceased 
by reason only of a bona-fide purchase from the 
person under whose disposition the property 
passes nor in respect of the falling into pos- 
session of the reversion on any lease for lives nor 
in respect of the determination of any annuity 
for lives where such purchase was made 6r such 
lease or annuity granted for full consideration 
in money or money’s worth paid to the vendor 
or grantor for his own use or benefit or in the 
case of a lease for the use or benefit of any 
person for whom the grantor was a trustee. 

(ii) Where any such purchase was made or 

lease or annuity granted for partial considera- 
tion in money or money’s worth paid to the 
vendor or grantor for his own use or benefit or 
in the case of a lease for the use or benefit of any 
person for whom the grantor was a trustee, the 
value of the consideration shall be allowed as a 
deduction from the value of the property for the 
purpose of estate duty. 

As will, however, be seen in the discussion 
of the Fitzwilliam case and in the provisions 
of a clause in the current Finance Bill, the 
presumed relevance of Section 3 to cases 
falling under paragraph (c) of Section 2 (1) 
of the Finance Act, 1894, should be regarded 
with reserve. 

The exchange of one asset A for another 
asset B is a type of transaction which is 
paralleled by the incurring of a liability X 
against the asset B. Hence Section 7 (1) of 
the Finance Act, 1894, provides : 

In determining the value of an estate for the 
purpose of estate duty allowance shall be made 
for reasonable funeral expenses and for debts 
and incumbrances but an allowance shall not 
be made : 

(a) For debts incurred by the deceased or 
incumbrances created by a disposition 
made by the deceased unless such debts 
or incumbrances were incurred or 
created bona fide for full consideration in 
money or money’s worth only for the 
deceased’s own use and benefit and take 
effect out of his interest, nor 

(6) For any debt in respect whereof there is 
a right to reimbursement from any other 
estate or person unless such reimburse- 
ment cannot be obtained, nor 

(c) More than once for the same debt or 
incumbrance charged upon different 
portions of the estate and any debt or 
incumbrance for which an allowance is 
made shall be deducted from the value 
of the land or other subjects of property 
liable thereto. 

The above Section 7 (1) of the Finance 
Act, 1894, has now been modified by 
Section 31 of the Finance Act, 1939, which 
provides that the allowances under the 
earlier Act shall be subject to an abatement 
to the extent that the consideration con- 
sisted of property either derived from the 
deceased or derived from some other person 
who was entitled to or amongst whose 
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resources there was at any time property 
derived from the deceased. The abatement 
will not apply to the extent to which it can 
be proved to the Commissioners that the 
value of the consideration given exceeded 
the value of property derived from the 
deceased. Further, where money or money’s 
worth is applied by the deceased in the 
extinction of any such debt as aforesaid 
such money, etc., shall be deemed to be 
property passing on the death by virtue of 
Section 2 (1) (c) of the Finance Act, 1894. 


7. Unprotected transactions 


Furthermore, by Section 44 of the 
Finance Act, 1940,* certain transactions for 
value may still attract duty if (i) the property 
acquired is an interest ceasing on death, (ii) 
the transaction is between relatives. The 
first two sub-Sections of the Section 
provide : 

(1) Where a person dying after -the com- 
mencement of this Act has made a disposition 
of property in favour of a relative of his, the 
creation or disposition in favour of the deceased 
of an annuity or other interest limited to cease 
on the death of the deceased or of any other 
person shall not be treated for the purpose of 
Section 3 or sub-Section (1) of Section 7 of the 
Finance Act, 1894, as consideration for the 
disposition made by the deceased. 

(2) In this Section the expression “ relative ” 
means in relation to the deceased: 

(a) the wife or husband of the deceased ; 

(6) the father, mother, children, uncles and 

aunts of the deceased ; and 

(c) any issue of any person falling within 

either of the preceding paragraphs and 
the other party to a marriage with any 
such person or issue and references to 
** children ”’ and “‘ issue ” include refer- 
ences to illegitimate children and 
adopted children. 

8. A recent decision 


Against this complex background the 
recent decision in Re Earl Fitzwilliam’s 
Agreement—Peacock v. Inland Revenue Com- 
missioners (66 T.L.R. 174) can be examined. 
In 1934 Earl Fitzwilliam agreed to pur- 
chase an annuity of £50,000 on his own life 
from the trustees of a family settlement for 
the sum of £375,000, the transaction being, 
in the opinion of two actuaries, one for full 
money consideration. The Earl died in 
1943 and the Commissioners claimed duty 
under Section 44 of the Finance Act, 1940, 
since the Earl’s son was a beneficiary under 
the settlement and they contended that the 
property was deemed to pass under 
Section 2 (1) (c) of the Finance Act, 1894. 
The trustees, who were the plaintiffs, 
contended that no liability to duty arose. 

It was not disputed that the Earl’s son 
was a relative’ within the meaning of 
Section 44 of the Finance Act, 1940, or 
that there had been a disposition of 


* The amendment of this Section, pro in 
the current Finance Bill, is dealt with below. 


property in consideration of an annuity 
limited to cease on the death of th 
deceased. But it was conterded that 
neither Section.3 of the Finance Act, 1894 
(protecting, as has been seen above, certain 
exchanges for full money conside::tion), no, 
Section 44 of the Finance Act, 1940 
(excluding certain transactions from the 
protection of Section 3 of the Finance Act, 
1894), was material. And it was also cop. 
tended that the property transferred could 
not be deemed to pass under Section » 
(1) (¢) of the Finance Act, i894. The 
contention of the Commissioners was that 
sales for full monetary consideration might 
properly be brought into charge unde 
Section 2 (1) (¢) of the Finance Act, 1894, 
notwithstanding that the provisions of the 
Customs and Inland Revenue Acts, 188; 
and 1889, had used the words “ voluntary,” 
** voluntarily ” and “‘ volunteer,” for these 
words had in the re-enactment been 
omitted. 

Danckwerts, J., said in the course of his 
judgment : 

I now turn to the consideration of certain 
statutory provisions which it was argued 
showed that sales for full monetary considera. 
tion must be within the terms of Section 2 (1) (c) 
of the Finance Act, 1894. Section 3 of that Act 
which exempts from duty transactions for full 
consideration in money or money’s worth (and 
which was amended by Section 44 of the 
Finance Act, 1940) is the first of these and was 
relied upon by Chief Baron Pallas [in Attorney. 
General v. Smythe, 1905, I.R. 553] : it seems to 
support his theory of the purposes of the Act. 
It seems to me, however, that Section 3 could 
have been intended and on its face clearly was 
intended to meet other cases than those that 
might fall within Section 2 (1) (c). It is to be 
observed, moreover, that the words of the 
Section are that estate duty shall not be payable 
in respect of property passing on the death of 
the deceased by reason only of a bona fide 
purchase. The reason advanced on behalf of 
the Commissioners for the insertion of these 
words did not seem to be clear. It is evident 
that the words must contemplate some ad- 
ditional factor and the Section cannot apply 
unless the case would otherwise be within the 
charging provisions of the Act. 

It was held that duty was not leviable 
under Section 2 (1) (¢) of the Finance Act, 


1894. 


9. Partial protection 
The measure of relief available under 
Section 40 of the Finance Act, 194, 
against the liability otherwise arising under 
Section 44 of the Finance Act, 1940, is set 
out in sub-Section 2 as follows : 

The sum on which estate duty would be 
payable apart from this Section on the death 
in respect of the property which was the subject 
matter of the disposition or in respect of the 
property liable to a debt or incumbrance 
created by a deceased which was the subject 
matter of the disposition, as the case may be, 
shall first be computed and subject to the 
limitations provided for by sub-Section 3 of this 
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section there shall then be allowed as a deduc- 
tion from that sum? . 

(a) the ammount, if any, by which the aggre- 
gate of the payments which have been made 
on account of the annuity or other interest for 
the period from the date when the annuity 
orother interest began to accrue in favour of 
thedeceased until his death, exceeds the aggre- 
gate of the income derived from the deceased 
by virtue of the disposition for the period from 
the date of the disposition until his death ; and 

() simple interest on so much of the amount 
aforesaid and for such period as, in the opinion 
of the Commissioners, is in all the circum- 
sances just, at the rates from time to time 
payable during that period on death duties in 


eno sub-Section the expression “ the aggre- 
ate of the income derived from the deceased 
by virtue of the disposition ’’ means : 

(i) in relation to so much of the property 
which was the subject matter of the disposition 
as did not consist of a debt or incumbrance 
created by the deceased, such amount as, in the 
opinion of the Commissioners, is in all the cir- 
cumstances equal to a reasonable return from 
the property ; and 

(ii) in relation to so much of the property 
which was the subject matter of the disposition 
as did consist of a debt or incumbrance created 
by the deceased, the aggregate amount of the 


respect of that debt or incumbrance. 

The limitation above referred to as set 
forth in sub-Section 3 will be ignored. 
Broadly, the object of the new legislation is 
to prevent duty being paid on a larger sum 
than duty would have had to be paid on 
had the disposition not been made. Given 
that the property disposed of is liable to 
duty (as it would have been had the trans- 
action not occurred) a comparison is 
required between the sum which the 
“disposed of” property would have pro- 
duced by way of interest and the sum 
(probably larger) which arose in conse- 
quence of the disposition. It is the excess 
which is allowed as a deduction from the 
value of the disposition. Similarly, if the 
deceased without having disposed of pro- 
perty had created a debt, duty is in the 
first place calculated as if the debt had not 
been created. But the deceased is then 
regarded as having incurred an allowable 
debt in respect of the sums received less any 
interest which he has had to pay upon the 
debt. This is reasonable, because the 
amount of property passing or deemed to 
pass at the death will already have been 
rendered less than it would have been by 
Virtue of any interest payments made. 
Section 44 of the Finance Act, 1940, as it 
is proposed to amend it by the current 
Finance Bill, will not affect the operation of 
Section 40 of the Finance Act, 1944. 


10. Finance Bill, 1950 


Itwas not surprising that so unexpected a 
decision as re Earl Fitzwilliam should be met 
by new legislation. The Finance Bill, 1950, 


interest paid or payable by the deceased in - 


by Clause 36, proposes an amendment of 
Section 44 of the Finance Act, 1940. Ex- 
cluding the provisions relating to company 
transactions, sub-Section 1 of the new clause 
is as follows: 


In relation to a person dying after the 
eighteenth day of April nineteen hundred and 
fifty, there shall be substituted for sub-Section 
(1) of Section 44 of the Finance Act, 1940, 
the following sub-Sections: 

(1) Any disposition made by the deceased in 
favour of a relative of his shall be treated 
for the purposes of paragraph (c) of sub- 
Section (1) of Section 2 of the Finance 
Act, 1894, as a gift unless— 

(a) the disposition was made on the part of 
the deceasea for full consideration in 
money or money’s worth paid to him 
for his own use or benefit; or 

(6) the deceased was concerned in a 
fiduciary capacity imposed on him 
otherwise than by a disposition made 
by him and in such a capacity only; 

and references to a gift in the other 

enactments relating to estate duty (includ- 
ing this Part of this Act) shall be construed 
accordingly: 

Provided that where the disposition was 
made on the part of the deceased for 
partial consideration in money or money’s 
worth paid to him for his own use or 
benefit, the value of the consideration shall 
be allowed as a deduction from the value 
of the property for the purpose of estate 
duty. 

(1A) Where the deceased made a disposition of 
property in favour of a relative of his the 
creation or disposition in favour of the 
deceased of an annuity or other interest 
limited to cease on the death of the 
deceased or of any other person shall not 
be treated for the purposes of this Section 
or of sub-Section (1) of Section 7 of the 
Finance Act, 1894, as consideration for the 
disposition made by the deceased. 


Reference to section 2 of the present 
article gives the wording of paragraph (c) of 
sub-Section (1) of Section 2 of the Finance 
Act, 1894, and section 5 of the article which 
amplifies the paragraph (c) by reference to 
the Customs and Inland Revenue Act, 
1881, shows the significance of treating a 
disposition as a gift, that is, that, unless the 
gift was made outside the statutory period, 
it will be liable to duty. It will be noted that 
the subject matter of the charge to duty is 
** any disposition ” and not the more usual 
expression “‘ any disposition of property.” 

It is further to be noted that there is an 
entire omission to refer to Section 3 of the 
Finance Act, 1894. This is dealt with in 
section 6 above of this article and it will be 
recalled that in the Earl Fitzwilliam case, 
Danckwerts, J., made certain observations 
on the application of what is there said, with 
particular reference to paragraph (c) of 
sub-Section (1) of Section 2 (see section 8 
of this article). Thus, in Clause 36 (1.A) of 
the Bill, which seeks to amend Section 
44 (1) of the Finance Act, 1940, instead of 


the reference to Section 3 of the Finance 
Act, 1894, the words “ this Section” are 
substituted. 


11. Annuity or other interest pur- 
chased or provided by the deceased 


After the above detailed examination of 
Section 2 (1) (c) of the Finance Act, 1894, it 
remains to consider the final paragraph (d). 
This has not remained unaffected by later 
legislation. Apart, however, from the effect 
of later legislation the paragraph covers 
both annuities and “ other interests ” pro- 
vided by the deceased. Of these “ other 
interests’ life assurance policies are in 
practice the most important. But whether 
the case be one of an annuity or a life 
assurance policy it must be an interest 
which is to arise on death. Thus, if A 
purchases a deferred annuity on the life 
of B to arise on his (A’s) death, that will be 
an annuity “ purchased ” by the deceased 
and also “ arising” on his death. Again, 
if a policy is taken out by A on his life and a 
third person is named as nominee in the 
policy, that will be an “ other interest ” 
purchased by the deceased and arising on 
his death assuming that the premiums are 
paid by the deceased. 


In order to evade the liability to duty on 
interests “ purchased or provided ” by the 
deceased it was until recently sufficient for 
the deceased to arrange for some other 
person or for trustees actually to “‘ purchase 
or provide ” the annuity or other interest 
out of moneys supplied by him. This loop- 
hole was closed by Section jo (1) of the 
Finance Act, 1939, which provided that if 
the purchase or provision was effected by 
any person who had or who was at any 
time entitled to resources belonging to the 
deceased then Section 2 (1) (d) of the 
Finance Act, 1894, should have effect as if 
the purchase or provision had been made 
by the deceased. This was subject to the 
qualification that if the property derived 
from the deceased was insufficient to 
provide the whole of the annuity or other 
interests provided then the actual annuity 
or other interest should be reduced to an 
extent proportionate to the insufficiency. 

It is perhaps not surprising that Section 
go (2) of the Finance Act, 1939, provides 
that for the purpose of Section 4 of the 
Finance Act, 1894 (which requires, with 
certain exceptions, all property passing at 
the death to be aggregated so as to form 
one estate for determining the rate of duty) 
the deceased shall be deemed to have had 
an interest in any property included by 
virtue of the Section in the property passing 
on the death. The result is that there must 
be aggregation and the exception (in 
Section 4) for property in which the de- 
ceased never had an interest cannot be 
invoked. While, however, aggregation 
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must take place in cases to which Section 


form an estate by itself. But since the deceased can fail to have been “ inst 
go (2) of the Finance Act, 1939, applies, decision in re Hodson’s Settlement (1939, mental in creating” the interest in p 
there may possibly be cases in which duty Ch. 343) the matter is open to considerable _perty. On the other hand, it is clear fy 
falls to be paid under Section 2 (1) (d) doubt in all cases where the deceased was the terms of Section 2 (1) (b) (see above 
of the Finance Act, 1894, yet the deceased “instrumental in creating 
is not considered to have had any interest In cases to which Section 2 (1) (d) applies in which there will be no aggregation | 
therein and therefore such property will _ it is difficult to see how in some measure the _ virtue of Section 4. 


Double Taxation Relief 
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the property. that cases can arise under tha: paragrap) 


The Position before the Finance Bill 


AGITATION FOR RELIEF FROM DOUBLE TAXATION HAS BEEN 
continuous ever since tax rates began to mount during the 
1914-18 war, but it has only been in recent years that any 
substantial relief has become available outside the Com- 
monwealth. The position was recently given considerable 
publicity as a result of the withdrawal by British con- 
tractors of tenders for development work in Ceylon because 
some 70 per cent. of any profits would have gone in 
taxation. 

There have also been many instances of companies 
transferring their “ residence ” from the United Kingdom 
in order to escape the double burden. 

The reliefs hitherto available are : 


(1) The deduction allowed by the Rules of Schedule D of any 
income tax paid where the income arose and not otherwise 
allowable, from the income in question. This merely allows 
United Kingdom tax on the foreign tax. 

(2) Reciprocal relief from double taxation on shipping and air 
transport profits and certain agency profits, under Section 18, 
Finance Act, 1923, Section 31, Finance Act, 1924, and 
Section 17, Finance Act, 1930. Only a few countries entered 
into agreements for this relief, and most have now concluded 
full double taxation relief conventions under (4) below. 

(3) Dominion income tax relief (D.I.T.R.), given by Section 27, 
Finance Act, 1920 (as amended). This operated within the 
Commonwealth, and gave relief in the United Kingdom on 
the doubly taxed income at the rate charged on such income 
in the Dominion or at half the effective United Kingdom 
rate, whichever was the lower rate. The effective United 
Kingdom rate was found by dividing the income tax payable 
(ignoring life assurance relief where applicable) by the 
taxable income (i.e., in the case of an individual the total 
income less personal, etc., allowances) and adding where 
appropriate the sur-tax rate, found by dividing the sur-tax 
payable in the year of assessment by the total income on 
which it was charged. Most Dominions reciprocated, so that 
in total only the higher of the two rates was paid, part in 
each country. Where the Dominion did not reciprocate, 
any excess of Dominion tax over United Kingdom relief was 
deductible from the income. Full agreements as in (4) below 
have now superseded Dominion Income Tax Relief except 
for a few countries, for example, India, Pakistan and Ceylon. 
The new relief announced by the Chancellor is to take the 
place of Dominion Income Tax Relief, which will cease, 
except in the case of the Irish Republic, the agreement with 
which provides for avoiding double taxation except on 
persons resident ‘in* both countries and for relief in 
both countries on doubly taxed income at half the lower 


— 


of the two effective rates (found by dividing tax payable }y 
total income). . 


(4) Double taxation relief agreements have, since the recent war 
been entered into with over 50 countries, and others ay 
being negotiated. Under these agreements, the genen 
scheme is to avoid any double charge on certain income, and 
to give credit up to a specified maximum in each country for 
tax paid in the other on income charged to tax in both 
countries, so that in general only the higher of the two tars 
is paid in total. 


The New Unilateral Relief—(i) General 


There is included in the Finance Bill a new unilaterd 
relief not mentioned in the Chancellor’s Budget speech, 
This relief is to apply to any country with which there i 
no full double taxation agreement. Relief is to be given 
against United Kingdom tax for the tax payable in the 
other country, subject to a maximum which, in the case of 
a Commonwealth country, is 75 per cent. of the combined 
United Kingdom income tax and profits tax rates, and in 
the case of any other country, 50 per cent. of the combined 
rates. 

Some countries have little incentive to enter into 
reciprocal agreements, as their interests here are small, and 
the unilateral relief is likely to continue in their cases. 

South Africa is a special case, as the present double 
taxation agreement is limited and affects mainly trading 
profits. South African tax is charged on the earnings of a 
company, not on dividends, and the Dominion Income Tat 
Relief still applies to dividends. In most cases this gives ful 
relief, but in the case of gold mines the tax levied is o 
average 50-55 per cent. and may reach 70 per cent., so tha! 
the Dominion Income Tax Relief is limited. The new 
proposal will be particularly welcome in these instances 
and will give full relief. 

There will still be some double taxation to be borne 
respect of certain countries, for example, Belgium, whet 
the rate is 41 per cent., France (with which there is only 
limited agreement, 38 per cent.), Indonesia (40 per cent. 
and Holland (40 per cent.), but in others full or practically 
full relief, e.g., Argentina (28 per cent.), Brazil (28 pt 
cent.), and Italy (19.5 per cent.). The conclusion © 
agreements with all territories is none the less urgent—the 
new relief is only a palliative, not a cure. Complete rele: 
from double taxation remains a desirable and pressing alm 
to promote the free flow of trade and investment. 
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The New Unilateral Relief—(ii) Details 


-new Clause and supporting Schedule provide : 
(1) Relief (to be called “ unilateral relief ’’) from income tax 
and profits tax is to be given in respect of tax payable 
under the law of any territory outside the United King- 
dom by allowing the said tax as a credit against any 
income tax or profits tax chargeable in respect of the 
doubly taxed income, notwithstanding that there is no 
convention in force under Part V of the Finance (No. 2) 
Act, 1945, providing for double taxation relief. 
The relief is to be such as would fall to be given under 
Part I of the Ninth Schedule to the Finance Act, 1947, if 
there were a convention in force with the territory in 
question for double taxation relief, with a maximum 
credit which is not to exceed, if the territory is within the 
Commonwealth, 75 per cent., and in other cases, 50 per 
cent. of the limits specified in Rules 4 and 5 (1) of the said 
Part I. These limits are : 
(a) Profits tax—the profits tax attributable to the doubly 
taxed income. 
(b) Income tax—income tax at the taxpayer’s appropriate 
rate on the doubly taxed income. 
Profits tax payable for any period (or part of a period) up 
to March 31, 1950, is to be left out of account in calculat- 
ing the total amount allowable as a credit. 
The provisions of Part I mentioned above are modified as 
follows : 

(a) If credit is allowable under Part V, Finance (No. 2) 
Act, 1945, the new clause will not give extra relief. 

(6) As in (10) below. 

c) Any tax which can be allowed as a credit neither 
against income tax nor against profits tax is to be 
allowed as a deduction from the profits for profits tax 
purposes of the business in question for the chargeable 
accounting period following the period on the income 
of which the foreign tax was paid. 

The existing arrangements with the Republic of Ireland 
continue, but all other Dominion income tax relief under 
Section 27, Finance Act, 1920, is to cease. 
Provision is made for disclosure to any territory outside 
the United Kingdom of such information as is necessary 
to enable that territory to give any reciprocal relief under 
its own law. 
The taxes include only such as are charged on income or 
profits and correspond to United Kingdom income tax or 
profits tax ; taxes levied by a municipal or other local 
body, or by a province, state or other part of a country 
outside the Commonwealth are not included. 
The relief is to apply for 1950-51 onwards (profits tax 
as from April 1, 1950). 
Credit for tax paid under the law of the territory outside 
the United Kingdom in respect of income arising in that 
territory is to be allowed against any United Kingdom 
income tax or profits tax chargeable in respect of that 
income. “ Income arising” for this purpose includes 
profits from or remuneration for personal or professional 
services, 

In the case of the Isle of Man or any of the Channel 

Islands : 

a) The limitation in (g) above to income arising in the 

territory is not to apply. 

») Unilateral relief may be given if the claimant is 
resident either in the United Kingdom or in the Isle 
of Man or Channel Islands (in all other cases relief 
will only apply to a resident in the United Kingdom 


except that if the duties of an office or employment are 

performed wholly or mainly in any territory, unilateral 

relief is to be given against income tax chargeable 

under Schedule E in respect of the income from the 

office, etc., if the claimant is resident either in the 
* United Kingdom or in the territory.) 

(11) Where a dividend is paid by a company resident in the 
territory to a company resident in the United Kingdom 
which controls (directly or indirectly) not less than half 
the former’s voting power, tax paid by the former in the 
territory in respect of its profits is to be taken into account 
in considering the credit allowable in respect of the 
dividend. 

(12) Without prejudice to the generality of (11) above, where 
the territory is in the Commonwealth and the income 
arising in the territory is an ordinary dividend, tax paid 
in the country by the company in respect of its profits are 
to be taken into account in computing the credit. 

The same rule will apply to the participating part of a 
dividend in excess of the fixed rate on a participating 
preference share. 

(13) (i) In case of the profits tax, where the chargeable 
accounting period bridges March 31, 1950, the pr tax 
is to be apportioned between the periods to and after 
that date “‘ on a month’s and fraction of month’s ” basis. 
Likewise, the tax in the territory on the profits concerned 
is to be apportioned, and the following provisions will 
apply in relation to the first part as they apply to a period 
ending not later than March 31, 1950. 

(ii) Any tax payable outside the United Kingdom in 
respect of income which for profits tax purposes is included 
in the profits of a chargeable accounting period ending 
not later than March 31, 1950, is not available for 
unilateral relief against profits tax, but is deductible in 
computing the profits for profits tax notwithstanding that 
unilateral relief may be given for income tax purposes. 

(iii) Where the income is, for income tax purposes, 
income of 1950-51, 3 (c) above is to apply or not apply in 
relation to so much of the tax so paid as cannot be 
allowed as a credit against income tax, according as the 
next chargeable accounting period does or does not end 
after March 31, 1950. Where the next chargeable 
accounting period bridges that date, the tax which would 
but for this paragraph go to reduce the profits of the next 
chargeable accounting period is to be apportioned and 
only the part relating to the second part of the period is 
to reduce the profits of that period. 


The New Unilateral Relief—(iii) Examples 


The effects of the new relief to be incorporated can be 
seen from the following examples. 

A company is resident in the United Kingdom, pays no 
profits tax and all its profits are doubly taxed. The doubly 
taxed profits are £1,000 and Dominion (Foreign) tax 
charged is £200. 

Example 1: 

If the profits arose in a country outside the Commonwealth, 
with which there is no agreement for relief, the £300 would be 
deducted from the profits, saving United Kingdom tax of £300 at 
gs. = £135. The total tax paid would thus be £300 + (£700 at 


gs. = £315) = £615. 


Example 2: 
If the profits arose in a Commonwealth country, with no double 


taxation convention : 
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United Kingdom tax, £1,000 at gs. 
Less D.1.T. Relief, £1,000 at 4s. 6d. 


Dominion tax 


Total tax 


If the Dominion reciprocated, the tax less Dominion tax, £75 
would be repaid thereby leaving tax borne of £450; if it did not 


£450 Example 3: 
225 If there were a full double tax return convention : 
i United Kingdom tax £1,000 at gs. 
300 Deduct credit for foreign tax 
pra United Kingdom tax payable .. 
— Total tax £450 
Example 4: 


reciprocate, the excess would be deducted from the income, 


giving the following result : 


Dominion income 
Less Dominion tax 


44 
Add (to gross at 4s. 6d.) —— 
153 


% Total tax 


Taxation 
Notes 


Builders—Land as Stock-in-Trade 
THE NORMAL. TREATMENT OF LAND HELD BY 
builders is to value it at the lower of cost or 
market value. On and after July 1, 1948, 
the loss of development value commonly 
results in a market value below cost, the 
effect being to give the builder immediate 
credit for the loss, which will not actually 
arise until the land is sold at that market 
value. If the result is to show a loss on the 
current accounts, claims can be made as 
usual for relief under Section 34, or Rule 13, 
Cases I and II, Schedule D, Income Tax 
Act, 1918, or Section 33, Finance Act, 1936. 

If compensation for loss of development 
value becomes payable to the builder, it is 
to be regarded as a trading receipt or credit 
when legally due (that is, in the year during 
which the Treasury Scheme is made and 
the payment of compensation legally 
authorised). This (it is hoped) will be 
within the period for which losses can be 
carried forward, so that, if not relieved 
earlier, a loss resulting from the writing 
down at July 1, 1948, will be available 
against the profits of the year of compensa- 
tion. 

An alternative basis has, however, been 
agreed by the Revenue with the National 
Federation of Builders, whereby a builder may 
continue to value his land on hand at cost 
or market value adopted immediately prior 
to July 1, 1948, until the compensation 
comes to credit. Such election must be 
notified to the Inspector of Taxes immedi- 
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Under the new relief : 


If Dominion If Foreign fy (5) 8 
case case partners 
£1,000 £1,000 at gs. 3 .. £450 £450 “er 
goo £300 Less £1,000 at 75 p.c. of gs. 50 p.c. of gs, 225 ie,, it is 
Limited to Dominion tax 300 wal the pur) 
700 — 29 and Co. 
150 a (6) A 
203 203 — not dec 
Total tax .. £450 £525* Schedul 
£903 a pes Repay! 
—s 9 * Subject to relief for the £75 by deduction from income. How 2 
£503 Presumably this will be worked as in (2) above, giving total tay fallowir 
of £503. 
Earn 
Less | 
ately and be applied to all land affected by 1951-52 which will have to be prepared and 
loss of development value, including near- issued before April 6, 1951, the portion 
ripe land; otherwise the normal basis allowable will be estimated, on the basis of Unta 
above will apply. existing claims, at the rate of £1 per £1,000 JB Sune 
Under the alternative treatment the land assured on death. sol 
will be written down to market value (ex- U 
cluding development value) where that is Business Premises 
lower than the value already adopted, in It is general knowledge that there can be 
the same account as that in which the deducted in computing profits the rent 
compensation is credited. The alternative Payable or the net annual value, whichever 
basis can be applied to all land held by a_#8 the greater. The following may be useful 
builder as stock-in-trade, whether or not the Teminders of oddities that arise : El. 
land in question forms part of the near-ripe (1) If a company owns and occupies PA. 
sation. premises where its business is carried on, 
A builder may re-open the 1948-49 and and portions of the buildings are occupied 
1949-50 accounts where necessary if he 8 residences by managers and agents, the 
gives immediate notice. It will usually mean nual value of the whole premises is 
an additional liability for 1949-50 (or a deductible (Russell v. Aberdeen Town, et, 
refund by the builder of tax repaid under Bank (1888, 2 T.C. g21)). In such a cave 
Section 34 of the Income Tax Act, 1918, ‘he company is the occupier and the 
for 1948-49 where applicable). manager is not assessed on any beneficial 
Where near-ripe treatment applies it is OCCUPation ; he occupies the premises not  —— 
understood that any development charge fr his own purposes but for the purpose af 
will be set off against the promised com- Performing his duties (Tennant v. Smith 
pensation, but it will form a_ trading (1892, 3 T.C. 158; CLR. v. Leckie (1940, HR Incom 
expense when it becomes a legal debt 73 T.C., at page 479)). The benefit of a J estate 
(though payment is held over), and will be ‘itector, etc., may be different. of ti 
added to the cost of the land in valuing it as (2) Ifa foreman has been paid for a lease, J punch 
stock-in-trade. The compensation will form "0° deduction can be allowed for it; * ihe ti 
a trading credit when it receives legal should be an element in fixing annul art 
validity. value (Davies v. Abbott (1926-27, 11 TL. relatir 
575) but only the annual value is deductible comp 
Income Tax—Personal Accident (Gillatt and Watts v. Colquhoun (1884) 2 1918, 
Policies T.C.76)). Case . 
The Board of Inland Revenue announce (3) It is the annual value applicable to nd 
that, commencing with the income tax year the accounting period that is deductible, Sessii 
1951-52, relief will be allowed only on so iie., if it has changed in the accounting of O 
much of the premium paid on personal period the assessments must be apportioned. carri 
accident insurance policies as is shown tobe For example, if the Net Annual Value in and 
attributable to the death risk. For the 1948-49 is £400 and in 1949-50 £500, the J 190 
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counts is 3 X £400 + # X £500= £475. 
Only £400 was deducted in 1948 (affecting 
ge 1949-50 Schedule D assessment) and 
jat was the right deduction in that year 
Gmeral Hydraulic Power Co. v. Hancock (1913, 
§T.C. 445))- 

4) If land is exempted from taxation by 
Act of Parliament, nevertheless the annual 
value is deductible (Sinclair v. Cadbury Bros. 
(193, 18 T-C. 157)). 

() Rent paid to a partner by the 
partnership is deductible, even if it exceeds 
the annual value, if a fair commercial rent, 
ie, it is laid out wholly and exclusively for 
the purposes of the trade (Heastie v. Veitch 
ad Co. (1933, 18 T.C. 305)). 

(6) Annual value of premises abroad is 
not deductible (Rule 5, Cases I and II, 
Schedule D). 


Repayment Claims 
How many taxpayers could follow the 
following repayment claim ? 
‘om ae 3 
Earnings .. o 156 
les National Insurance .. 8 
148 
Untaxed Interest .. “ 3 
Sundry Dividends taxed at 
source : 
U.K. Rate gs. .. 30 (a) 
s ~~ we 15 (bd) 
. 9» 38. gd. 12 (c) 
s,s 8 (d) 
216 
E.LA. £30 
PA. 110 
— 140 
76 


Loew @ 
(i) £50 at gs. 710 0 
(ii) £26 at 6s. 716 0 
15 6 0 
Tax on dividends : 
£65 at gs. 29 5 0 
13 19 0 
Less Adjustment under Sec- 
tion 52, Finance (No. 2) 
Act, 1945 : 
(6) £15 at gs. 2 5 O 
(c) £1 at 2s. 3d. 2 3 
(d) £8 at 1s. 8 o 
215 3 
Repayment - - I 3 9 


The reduced rates are actually made up 


of : In (6) There is no tax to be repaid as the 
(i) £11 untaxed (ii) £15 from (d) U.K. rate is nil. 
30 from (a) 11 from (c) (c) The U.K. rate is less than the 
8 from (a) standard rate by 5s. 3d. 
1 from (c) (d) The U.K. rate is less than the stan- 
— dard rate by 4s. 
50 Therefore, against a normal repayment 
= claim, we have the following : 
Reduced rate : 
Normal Limitation Excess 
(a) £30 .. at 6s. 9 0 Oo 9 0 Oo 
(dq) 8 . at 6s. 28 0 at5s. 2 0 0. atis. 8 o 
(c) I .. at 6s. 6 o at gs. gd. 3 9 2 3 
II 0 -. at gs. I 13 0 113 0 — 
(6) 15° at gs. 25 0 nil — 25 0 
15 12 0 12 16 9g 
Less untaxed £11 at 3s. 113 0 113 0 
13 19 0 1 3 9 215 3 


Recent Tax Cases 


By W. B. COWCHER, 0.8.z., B.urTr., Barrister-at-Law 


Income tax—Saw-mill business—Purchase of 
slate with standing timber in order to get supply 
of timber—One-ninth of timber felled by 
purchasers and removed to saw-mills— Whether 
the timber in addition to being felled had been 
commercially fprocessed—Whether all figures 
relating to estate timber to be eliminated in 
computing Schedule D profits—Income Tax Act, 
1918, Schedule B, Rules 1, 7: Schedule D, 
Case I. 

C. I. R. v. Williamson Brothers (Court of 
Session, May 23, 1950) was noted in our issue 
of October last (pp. 274-5). The respondents 
carried on a business of purchasing timber 
and then processing and milling it. In 
1940, because they could not get hold of the 
timber otherwise, they had bought the 


freehold of an estate with live-stock, 
implements and furniture for £4,011. It 
had been agreed between the sellers and 
the firm that the sum to be apportioned to 
the estate was £2,912, and between the 
firm and the Revenue that £2,000 was to 
be taken as the cost of the standing timber. 


' During the years 1942-3 to 1946-7 inclusive, 


about one-ninth of the timber was cut and 
taken to the appellants’ mills. The Schedule 
B assessment on the firm in respect of the 
land was only £4 so that in the event of 
there being no liability to tax under 
Schedule D they would be in a very happy 
taxation position. 

When the case came before the Special 
Commissioners in the first instance they 


This can be made a little clearer. thus : 
income is always set off to the taxpayer’s 
advantage, i.e., allowances are given first 
against the income taxed at the highest rate. 


Rate 
Income U.K. 3/- 6/- 
Rate (i.e.relief (i 
at6/-) at 3/-) 
£ 
Earnings and un- 
taxed interest 
less allowances 11 — II 
Dividend (a) .. 30 gs. 30 
- (6) .. 15 nil — 15* 
» .»» $8 gs. gd. 1 11 
- a 5s. 8 ee 
76 50—Ss« 86 
* No tax chargeable. Ere ~a 


But we still ask our question ! 


had decided that the purchase of the estate 
was the purchase of a capital asset and that 
the timber could not be treated as trading 
stock-in-hand. As and when it was felled, 
the apportioned cost should be ascertained 
and brought into the accounts; but 
** cost” was not the price which the firm 
would have had to pay to third parties. 
The Special Commissioners, however, held 
that they were bound to find for the firm in 
view of Christie v. Davies (1945, 26 T.C. 398 ; 
24 A.T.C. 34), Bach v. Daniels (1925, 
9g T.C. 183) and that all figures should 
be excluded relating to the estate timber as 
being covered by the Schedule B assessment. 

The Court of Session, at the first hearing, 
held that the Special Commissioners were 
not bound by the two decisions and sent the 
case back to them to find the facts for them- 
selves. The vital question was, of course, as 
to how far the timber was “ processed ” 
after felling ; and, in their supplemental 
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case, the Special Commissioners made six 
findings, of which Nos. 5 and 6, which 
follow, sufficiently indicate the position. 
(The Dalnaglar estate was the one which 
provided the problem.) : 

5. The Dalnaglar timber was never cut into 

planks but was sent out in a rough state. 

6. The respondent firm did not “ mill” 

timber (that is, cut into specified lengths). 
The timber was purchased by Wemyss 
Coal Company by tonnage, no lengths 
being specified. 

In view of the findings, it was decided by 
the Special Commissioners that the profits 
from the timber were referable to the 
occupation of the woodlands and were not 
referable to a separate and distinct occupa- 
tion unconnected with such occupation. 
In fine, they held that the Schedule B 
assessment of £4 covered everything. In 
view of the facts found, the Crown did not 
support its appeal before the Court. 

The decision, so far as it goes, is of material 
advantage to the taxpayer. It means, in 
effect, that such “ processing” of cut 
timber as is necessary for the purpose of 
primary marketing is covered by the 
Schedule B assessment, however inadequate 
this may be. There will, however, be 
difficulty in applying the decision where 
the “ processing ” goes beyond the primary 
stage. In other words, upon what basis 
should the grower of timber assessed under 
Schedule B transfer his timber to himself as 
a manufacturer, using it as raw material ? 
The answer would seem to be the price in 
the open market, but to ascertain this may 
be a matter of practical difficulty. In any 
event, the present decision is not likely to 
worry the Revenue greatly or to be regarded 
by them as of major significance. (For a 
report of this case we are indebted to the 
firm of Incorporated Accountants acting for 
the respondents.) 


Schedule E—Managing director— Termination 
of appointment—Lump sum received equal to 
balance of salary up to end of period of service 
agreement— Whether sum received salary or 
compensation for loss of office—Income Tax Act, 
1918, Schedule E, Rule 1. 

Henley v. Murray (C.A., March 14, 1950, 
T.R. 25) was noted in our issue of January 
last (page 30). The issue arose out of certain 
payments made to the appellant, but it was 
only in respect of one of them. There were 
two companies involved, the Guildhall 
Property Company, Ltd., and the Guildhall 
Development Company, Ltd. The first was 
a public company in which appellant had 
a controlling interest and the other was its 
subsidiary. Appellant was director of both 
companies and was also managing director 
of the first company under a written 
agreement of January 17, 1938, whereby, 
in the absence of breaches, appellant’s 
appointment was terminable not earlier than 
March 31, 1944. The companies did not 
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prosper. The development company had 
issued debentures or debenture-stock, and 
the trustee, an assurance company, was 
unwilling to co-operate in the realisation of 
properties subject to the charge secured by 
the trust deed save on conditions, one of 
which was that appellant’s connection with 
the two companies should be terminated 
forthwith. As appellant had the controlling 
interest in the property company, effect 
could be given to the trustee’s conditions if 
he were willing. One of the terms required 
by him for giving up his contractual rights 
and ceasing there and then to serve either 
company was that he should be paid the 
sum of £2,779, being £577 remuneration 
from April 6, 1943, to July 6, 1943, and 
£2,202, being the sum which would have 
accrued to him from the date of resignation 

up to March 31, 1944, the date of termina- 

tion of his service agreement. The money 

was paid and the question was whether the 

sum last mentioned was within the charge 

imposed by Rule 1 of Schedule E or was a 

capital sum not taxable at all. The evidence 

before the General Commissicners was 

apparently very meagre but, without 

stating the basis of their finding, they had 

held that it was assessable as remuneration 

and their finding had been upheld by 

Croom-Johnson, J., as a finding of fact. A 

unanimous Court of Appeal reversed his 

decision, but refused leave to appeal to the 

House of Lords. 

The essential difference between the case 
under review and cases like Hofman v. 
Walman (1946, 27 T.C. 192) and Prender- 
gast v. Cameron (1940, A.C. 549, 23 T.C. 122) 
was that the appellant’s services were finally 
terminated as at the date of the cancellation 
of the agreement, and the sum in dispute 
was solely compensation or consideration 
for the termination of a service agreement. 
The Master of the Rolls stressed the fact that 
the circumstances of the case were “ very 
special” ; but he held that there had 
actually been no finding of fact by the 
General Commissioners. If there had been 
one supported by evidence the Court would 
not have disturbed it. Somervell, L.J., in 
agreeing, said that ifa man were wrongly 
dismissed and sued for damages the latter 
were admittedly outside Schedule E and 
untaxable ; and it seemed to him that a 
sum paid by agreement without litigation 
was in the same legal position. Jenkins, L.J., 
agreed ; but in his judgment he, also, drew, 
attention to the defects in the case stated. 

Somervell, L.J., reserved his opinion as to 
what would be the position where a mutual 
agreement is come to that service should be 
abruptly terminated and a sum paid ; whilst 
Jenkins, L.J., said that the case was not one 
of an arrangement whereby the holder of 
an office was given the equivalent of leave 
of absence on full pay for the residue of the 
contract term. These two illustrations of the 


possibilities show why the ca:= 
viewed with some _ uneasiness 


Revenue. 


Income tax—Part of farm let at re»: with righ 
to get stone, sand and gravel therefiom subject 4 
payment of royalties—Rent to merge ' royalties 
Tax deducted from royalties—Right to dedu, 
tax—Income Tax Act, 1918, Schedule A, No, II] 
Rule 3 ; All Schedules Rules, Rule 22—Finay, 
Act, 1926, Section 28, Schedule 1!1—Finay, 
Act, 1934, Section 21 (1) (b)—Finance Ay 
1940, Sections 13, 15, 17. 
During the war contractors supplying 
“ aggregates ” found sources as near as pos. 
ble to the sites and then, normally, obtained 
licences allowing them to take what they 
needed upon a royalty basis. In Guwyther y, 
Boslymon Quarries, Ltd. (K.B.D. January 20, 
1950, T.R., 9), however, there was a demise 
of the land from which the material was to 
be taken at a minimum rent of £10 merging 
into the royalties payable in respect of the 
cubic yards of material excavated. As will be 
seen, this departure from the normal wa; 
found by Roxburgh, J., to be of importance, 
Section 21 of the Finance Act, 1934, was 
intended to remedy the deficiencies revealed 
by the House of Lords in Elliott v. Bum 
(1933-4, 18 T.C., 593), but had proved to 
be very ill-adapted to its purposes. Where 
effective, to the rents, easements, etc., to 
which the Section relates, the principle of 
taxation at the source was applied and dealt 
with as if they were royalties in respect of the 
user of a patent, deduction in arriving at the 
profits of the payer being prohibited; theright 
or duty to deduct tax under Rules 19 and 
21 of the General Rules was given to or im- 
posed upon him according to circumstances. 
In April, 1945, in Mosley v. George 
Wimpey & Co., Ltd. (27 T.C. 315), the Court 
of Appeal, reversing the judgment of 
Macnaghten, J., had held that payments 
under licence in respect of gravel taken were 
caught by the said Section 21; but, in 
May, 1948, the House of Lords had held in 
Russell v. Scott (30 T.C., 394) that similar 
payments in respect of sand were not 
within Section 21 but were assessable under 
the General Rule of Schedule A, thus 
reversing the Wimpey decision. (The flaw 
so disclosed was promptly dealt with in 
Section 31 (1) (d) of the Finance Act, 1948.) 
Owing to the terms of the agreement, his 
Lordship held that the case before him was 
differentiated from Russell v. Scott and that 
the excess rent provisions regarding short 
leases contained in Section 15 of the 
Finance Act, 1940, applied, with the result 
that the “excess” had to be directly 
assessed under Case VI and was not subject 
to deduction of tax. None of the parties 
seems to have envisaged this outcome. 
Of the actual payments made by the 
defendant, £559 related to the year 1942-3; 
£2,628 to the year 1943-4 and £580 to the 
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war 1944-5. In regard to the first payment, 
“pintiff’s solicitors had made no objection 
ip deduction of tax but had asked for and 
pen given a certificate. Thereafter pay- 
gents with one exception had been accom- 
panied by certificates, the last payment 
being made upon September 5, 1944. It is 
gated in the judgment that the tax deducted 
fom the 1942-3 payment had been 
ycounted for to the Revenue in the 1943-4 
jsessment upon the defendant, but that 
yothing further had been so accounted for 

y February 27, 1945, when plaintiff’s 

wlicitors objected to the deductions which 

had been made. 

Nothing further was done, apparently, by 
the plaintiff until after the House of Lords’ 
decision in the Scott case on May 13, 1948 ; 
buton June 28, 1948, his solicitors demanded 
refund and subsequently issued the writ. 
4s to this, Roxburgh, J., said : 

The plaintiff’s solicitors, having failed to 
obtain any effective answer to their letter of 
February 27, 1945, and, presumably, not 
suspecting that the defendant would be so 
rash as to pay over any more of the deductions 
to the Commissioners of Inland Revenue in 
the face of their objection, took no further 
action until Russell v. Scott was finaily decided. 
They then wrote the letter of June 28, 1948, 
and, on November 5, 1948, the plaintiff issued 
the writ in this action. 

The reference to rashness in the above 
passage is difficult to understand in the light 
of assessment procedure. Assuming, as 
apparently everyone did, that the question 
was whether Section 21 applied or not, it is 
clear that the Inspector would have 
contended that it did. Otherwise, the 
Revenue, having the Wimpey case to rely 
on, would not have taken the Scott case to 
the House of Lords. The result, therefore, 
would be that the Schedule D assessments 
upon defendant’s profits would have in- 
cluded the sums paid as royalties, as no 
doubt they did. There would be no separate 
accounting for tax save in the unlikely event 
of liability arising under Rule 21 of the 
General Rules. It would be immaterial to 
the defendant whether the case was one of 
taxation by deduction or one of allowance 
of the royalties as admissible expenses of its 
business. It could, of course, have got a 
decision on an appeal against a Schedule D 
assessment on the ground that the latter 
method was correct ; but there would have 
been no prospect of success so long as the 
Wimpey decision held good ; and the fact 
of an appeal having been made would not 
have prevented the plaintiff subsequently 
taking the matter to the Courts in a private 
action. In any event, if the assessments upon 
the defendant for the relevant years were 
made ai the normal times they would have 
become final before the Scott decision. In 
fine, the defendant was in a hopeless legal 
Position. 

One of the defences was a plea of 


estoppel. As to this, Roxburgh, J., held 
that a distinction could be drawn between 
the first payment of £559 from which £279 
had been deducted and the later ones 
inasmuch as only the latter amount had 
been accounted for to the Revenue before the 
February 27, 1945, letter of objection ; and 
the plaintiff’s solicitors by asking for a 
certificate of deduction had evinced an 
intention not to dispute it. So, “ with 
hesitation,” he held that the defendant had 
acted upon that indication of intention and 
** if it did the detriment is clear.” As to all 
the other deductions, he held that the 
estoppel defence failed. 

There is at the present time a provision in 
Rule 22 of the General Rules for settling 
disputes between payer and payee as to the 
quantum of tax deduction ; but there is no 
machinery provided for a definite settle- 
ment, binding all parties including the 
Revenue, of a question whether the right to 
deduct exists in respect of payments in 
futuro under contracts. As a consequence, 
without giving a detailed analysis of the 
legal position, it may be stated that the 
result may be serious injustice. In the case 
under review, even if the defendant had done 
everything possible, he would apparently 
have no statutory right to be repaid by the 
Revenue the {1,604 found to be due from him. 

Reverting to the question of estoppel and 
the learned judge’s reference to defendant’s 
rashness, it is to be noted that plaintiff’s 
actions had kept step with, the course of the 
Wimpey and Scott litigation. The letter of 
February 27, 1945, had followed the 
favourable Macnaghten judgment in the 
Wimpey case but, in view of its reversal by 
the Court of Appeal in April, 1945, was not 
followed up and, obviously, the claim 
would have been dropped altogether but 
for the final decision in the Scott case, given 
in May, 1948, which caused it to be revived 


in June, 1948. 


Estate duty—Estate held by deceased as tenant for 
life—Estate consisting of landed property and 
investments—Formation of company—Alteration 
of deed of resettlement to permit of funds being 
invested in shares of company—Sale of landed 
property to company by deceased as tenant for life 
—Sale of investments held by trustees to company 
—Consideration cash and £750,000 payable in 
forty half-yearly instalments—Appointment to 
deceased absolutely of £100,000 cash and 
£750,000 payable in instalments—Former sum 
used by deceased to take up 100,000 7 per cent. 
preference shares in company—Execution by 
deceased and another appointor of deed whereby 
income of settlement accumulated for twenty years 
for benefit of classes of persons to complete 
exclusion of deceased—Power of deceased to 
appoint—Loans by company to deceased in later 
years at interest—Neither loans nor interest to be 
payable until two years after death—Customs and 
Inland Revenue Act, 1881, Section 38 (2)— 


Customs and Inland Revenue Act, 1889, Section II 
—Finance Act, 1894, Sections 1, 2 (1) (6)— 
Finance Act, 1900, Section II—Settled Land Act, 
1925, Sections 38, 73, 75, 107, 108—Finance 
Act, 1930, Sections 35, 39-—Finance Act, 1940, 
Sections 43, 46, 47, 51, 56, 58, 59. 
Attorney-General v. St. Aubyn Estates, Ltd. 
(C.A., April 5, 1905, T.R. 81), was noted 
in our issue of September, 1949 (page 251). 
Croom-Johnson, J., had held that one of the 
most elaborate tax avoidance schemes ever 
devised was successful not only in relieving 
the Lord St. Levan, who had died in 1940, 
of very large sums of income tax including 
sur-tax but also in avoiding estate duty 
upon the full value of the settled family 
estate after his death. The Court of Appeal 
has held that by reason of the statutory 
hypothesis contained in sub-Section (2) of 
Section 58 of the Finance Act, 1940, the 
series of transactions was caught by Section 
43 of the same Act. Whilst reversing the 
decision of Croom-Johnson, J., permission 
was given to appeal to the House of Lords. 


Accountant Fined for doing 
Legal Work 


In Bradford City Court a Registered 
Accountant, practising in Bradford under 
the designation “ Accountants and Audi- 
tors,” was fined £44 5s. with £26 5s. costs 
for doing work which should have been done 
by a member of the legal profession. The 
proceedings were instituted by the Law 
Society on the grounds that the defendant, 
who pleaded “ Guilty,” had prepared and 
drawn up an agreement for the conversion 
of a partnership into a limited company, 
and that this should have been done by a 
solicitor or other member of the legal pro- 
fession. The defendant had charged £24 5s. 
for doing the work. It was argued for the 
defendant that but for the fact that a red 
seal was affixed to the document no 
prosecution could have been brought, that 
the offence was no more than a trivial 
technicality and that it had not been 
suggested that the defendant had charged 
more for the work than a solicitor would 
have done. On behalf of the Law Society, 
it was pointed out that as a result of the 
defendant having drawn up the agreement 
the parties to it might be put to the expense 
of taking the matter before the High Court. 
The Stipendiary Magistrate gave 14 days 
in which to pay and said if it was thought 
he had been too severe an appeal could be 
made. He added that the guilty person 
was a Registered Accountant of good 
reputation in Bradford and had practised 
for many years: there could be no sugges- 
tion that he had done this illegal thing 
through sheer stupidity or inadvertence. 
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The Student’s Tax Columns 


SCHEDULE B 


SCHEDULE B WAS UNTIL RECENT YEARS OF CONSIDERABLE 
interest, and gave farmers certain advantages over other 
traders. To-day it is of little importance. Only land not 
occupied for farming (including market gardening) or 
commercial purposes now coming under Schedule B. 
Generally, municipal parks, waste or unenclosed land, 
building sites, land occupied by charities, allotment gardens, 
land occupied by buildings, and one acre of garden 
attached to a private house, are not charged under the 
Schedule. The main lands charged are therefore amenity 
and park lands occupied with a mansion house and not 
used for farming, sports grounds, woodlands, moorlands, 
land used for game rearing, sewage farms and woodlands. 

The assessment is on one-third of the gross annual value 
fixed for Schedule A. It is based really on the economic 
theory of rent. Land has a value to the landlord and also 
to the occupier ; the latter value cannot readily be assessed 
by reference to any income and expenditure, so a statutory 
means is imposed, measured at one-third of the rack rent 
of the land. 


OPTION FOR WOODLANDS 


In the case of woodlands managed on a commercial basis, 
the occupier can elect to be assessed under Schedule D by 
reference to the profits made. Notice must be given before 
June 6 in the year of assessment for which it is first to apply. 
The election will then have effect for that and all succeeding 
years for which the same woodlands are occupied by the 
person making the election. 

Any election must extend to all woodlands managed on a 
commercial basis on the same estate, except that woodlands 
planted or replanted since July 19, 1916, are to be regarded 
as on a separate estate if the occupier gives notice within 
ten years of the planting or replanting. 

The assessment on woodlands managed on a commercial 
basis, whether under Schedule B or Schedule D, is earned 
income. 

In the event of election for Schedule D assessment, 
accounts must, of course, be produced. If no regular 
accounts have been prepared, a computation on a cash 
basis will be accepted. Where the woodlands are newly 
planted or replanted and treated as separate estates, 
assessments are made as for a new business, disregarding 
what happened before. 

Profits are computed in the usual way, allowing the 
appropriate Schedule A assessment on the woodlands in 
question. In the early years expenditure will inevitably 
exceed receipts, the losses being carried forward, unless 
claimed under other relief for losses provisions, for example, 
under Section 34 of the Income Tax Act, 1918. 

It can rarely be advisable to elect for Schedule D in the 
case of maturing woodlands, as there is no allowance for 
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SCHEDULES B AND C 


expenditure of the years while the assessment was unde 
Schedule B, other than a valuation of the timber as stoc. 
in-trade. 


SCHEDULE C 


To the ordinary taxpayer this Schedule is of academic 
interest only. Tax is charged under it on all interest, etc, 
payable in the United Kingdom out of any public revenue 
of any country and all such interest payable in the United 
Kingdom out of the revenue of any public activity o 
institution in any country outside the United Kingdom, 
The tax is payable by the agent through whom the interest, 
etc., is payable, for example, the Bank of England, National 
Debt Commissioners, bankers, etc., who deduct the tax 
when paying the interest, etc. The basis of assessment 
is the actual interest, etc., and tax is charged at the 
standard rate at the date of payment of the interest, etc, 

The same rules apply to interest, dividends or anmual 
payments payable out of or in respect of the stocks, shares, 
securities, etc., of any foreign or common or colonial 
company or concern, through an agent in the United 
Kingdom (Schedule D, Misc. Rule 7). 

Certain War Loans, e.g., 34 per cent. War Loan, Defence 
Bonds, etc., were issued on the understanding that they 
were exempted from Schedule C (unless the owner 
requested deduction at source or the holding is in bearer 
form). Interest not taxed at source is assessable under 
Case III, Schedule D, on the recipient. 

Tax is not charged under Schedule C nor deducted at 
source, where the half-yearly amount does not exceed 
50s. (except on bearer bonds), or where the holding is 
registered in the Post Office Register. 

If the interest, etc., of a foreign or Commonwealth 
country is payable to a person not resident in the United 
Kingdom, tax is not charged under Schedule C, and the 
interest, etc., is paid gross. 

Persons not ordinarily resident in the United Kingdom 
are exempted from tax on certain war issues, e.g. 3 4 per cent. 
War Loan, National War Bonds, Defence Bonds, Savings 
Bonds, etc. 

So far as the taxpayer is concerned, his only action is to 
bring into his income the gross interest, etc., and to take 
credit for the tax deducted. 

It is apt here to say that the interest on National Savings 
Certificates is exempt so long as the maximum holding 
not exceeded. 

Finally, there is no schedule applicable to dividends of 
United Kingdom companies. Such companies pay tax on 
their profits and are entitled to deduct (and keep) tax on 
dividends paid out of such profits. Dividends are therefore 
taxed by deduction at source. If stated to be “ free of tax, 
they are still taxed at source and must be regarded as net 
after deduction of tax. 


Func é 
ye RECED 
yock met 
ight hav 
for £150 
the Gor 
thing like 
|ess, duri 
git-edged 
iave beer 
helped, re 
operation 
a} per © 
due next 
[oan 195 
ous offer 
cash at 
investors, 
found b 
houses 1" 
Bonds, v 
the auth 
Funding 
that the « 
future di 
will be ¢ 
time the 
{100 m 
calls on 
some 1 
Eventua 
true fun 
stock. 
These 
or two 
Exchan 
in the 
accomy 
most s 
with 1 
index « 
on Ju 
TECessiC 
107.78 
June 2 
from 1 
in the 


? pee 2% 

: 

» en ae or RT on ae > SS SO roe 2 PO epee er ner 
. 

: ee 

| ' 

iy 

t 

: 

precar 
the fi 
| collier 
| £20 1 
| 34 pe 
, This i 
and | 
. favou 
| sugge 
Britis 
| stood 
anno 
a . ee ee a ae : 
ae ‘ -- pier cl ree) Pe a 
“s : ea ; =e ie hy ee aa aie, oo e | 
sea —s oa 
ais Se ae Se a 


S under 


FINANCE 


The Month 


ruding Operation 
yf RECENT OFFER OF British ELECTRICITY 


ademic 
St, etc, 
€venue 
United 
rity or 
igdom, 
terest, 
tional 
1€ tax 
sment 
it the 


etc, 


nnual 
hares, 


lonial 
Nited 


fence 
they 
wner 
arer 
nder 


1 at 


ceed 


alth 
ited 


night have been expected from a demand 
fr £150 million at current market prices 
_the Government had to take up some- 
thing like two-thirds of the issue. Nonethe- 
ss, during June the prices of both 
gitedged and other fixed-interest stocks 
ive been creeping up steadily. They were 
ielped, rather than hindered, by a further 
eration, namely, the offer to convert the 
i} per cent. National War Bonds falling 
due next August into 2} per cent. Funding 
loan 1956-61 at 994 and by the simultane- 
ous offer of £100 million of that stock for 
ah at the same price. Institutional 
investors, other than the discount market, 
fund both offers attractive. Discount 
houses rushed to sell the maturing War 
Bonds, which were no doubt taken up by 
the authorities and will be converted into 
funding Loan. It seems not improbable 
that the amount left to be dealt with, at some 
future date to be decided by the Treasury, 
will be comparatively modest. At the same 
time the authorities have received almost 
{100 million in cash with which to pay the 
alls on the Electricity stock and to effect 
sme reduction in the floating debt. 
Eventually the operation will amount to a 
tue funding of a short into a medium-short 
stock, , 

These two operations produced for a day 
or two a record turnover on the Stock 
Exchange and for some days extreme ease 
in the money market. They were also 
accompanied by a further rise in prices in 
most sections of the market. Compared 
with 105.93 on May 24, the gilt-edged 
index of the Financial Times stood at 107.13 
on June 13; there was then a minor 
recession but on June 23 the figure was 
107.78. Over the month from May 24 to 
June 23 the rise in fixed-interest stock was 
from 121.83 to 123.30 The general feeling 
in the market is that this rise is rather 
precariously supported. However, it enabled 
the first instalment of compensation for 
colliery assets, thought to amount to some 
£20 million, to take the form of a new 
3t per cent. Treasury stock, 1977-80, at par. 
This is a direct obligation of the Government 
and the terms are possibly rather more 
favourable to the holder than would be 
‘uggeste| by the price of the comparable 
British Electricity stock (1976-79) which 
stood at » trifle over £100 on the date of the 
announcement. 


in the City 


More Active Investors 

The rise in the Funds seems to have been 
due less to any real change in the back- 
ground than to the inability of institutional 
investors to hold off any longer. When they 
came into the market they bought both 
fixed-interest and equity shares and the 
resultant rise attracted general investors for 
the first time for some weeks. The turnover 
in industrial Ordinary shares became quite 
considerable and in the period from May 24 
to June 13 the index of the Financial Times 
rose from 109.5 to 115.1, at the earlier level 
being well above the immediate post- 
devaluation peak. At that stage a recession 
due to profit taking set in and on June 23 
the index was relatively steady at 114.8. 

Apart from any stimulus given by institu- 
tional investment the increased activity 
seems to have been touched off by the 
Government’s action in relaxing certain 
controls and in particular by the removal of 
petrol rationing. These events, coupled 
with a good deal of publicity for a number 
of rather better economic indices—including 
the export figures—produced an optimistic 
expectation of a return towards “ normal,” 
which may or may not prove justified. It 
would be idle to deny, however, that its 
principal foundation is to be found in the 
“boom” conditions prevailing in the 
U.S.A. and the large measure of success 
hitherto obtained—but now increasingly 
endangered—in the maintenance of the 
wages freeze in this country. 

One section of the equity market which, 
despite repeated efforts by those interested, 
failed to participate in the recovery, was that 
for gold shares, for which the index fell from 
125.37 on May 24 to 116.41 on June 20 ; 
at the lower point there was a rally, carrying 
the figure to 120.98 on June 23. 


New Industrial Capital 
Metal Box has secured consent for a share 
bonus issue of 100 per cent. It is also raising 
some £500,000 by the issue of Preference 
capital in. its new overseas subsidiary. The 
bonus issue, which is, of course, merely an 
acknowledgement of the large amounts 
ploughed back into the company, is fully 
justified, and is not in itself any indication 
of future dividend policy. 

It is possible that this share issue will be 
among the first of a new batch of demands 
upon the savings of the public. These have 
been held up by the series of Government 
operations described in the first note. 


Mr. F. Sewell Bray’s Lectures 
in Australia 


We have received an extract from a recent 
report of the General Council of the Com- 
monwealth Institute of Accounts and 
reproduce some of the passages referring to 
the lecturing tour in Australia of Mr. 
F. Sewell Bray, F.c.A., F.s.A.A., member of 
the Council of the Society of Incorporated 
Accountants : 


** The endowment and arrangement of annual 
research lectures in each of the universities of 
Australia, including Canberra University 
College, have become permanent features of the 
Institute’s activities. ... ‘A further develop- 
ment occurred in 1949, when the lectures were 
delivered by a distinguished accountant and 
research scholar from Great Britain. The 
visiting lecturer was Mr. F. Sewell Bray, F.c.A., 
F.S.A.A., practising accountant of London and 
Senior Nuffield Research Fellow, Department 
of Applied Economics in the University of 
Cambridge. 

Mr. Bray described the general theme of his 
lectures as ‘The Accounting Mission.’ His 
programme of lectures was as follows : 


September 6—University of West Australia : 
‘The Academic Accountant’s Apology.’ 

September 13—University of Adelaide : 
‘ The Formal Structure of Accounts.’ 

September 20—University of Melbourne : 
* Social Accounting.’ 

September 26—University of Tasmania: 
* The Principles of Accounting Measure- 
ment.’ 

October 4—Canberra University College : 
* Saving and Asset Formation.’ 

October 12—University of Queensland : 
* Standards of Effectiveness.’ 

October 20—University of Sydney : 
counting Research.’ 


* Ac- 


As an addendum to these lectures Mr. Bray 
submitted a paper to the Australian Congress 
on Accounting on ‘ The Influence of Economic 
Ideas on the Formal Statement of Accounts and 
the Principles of Accounting Measurement.’ 

For some time Mr. Bray has been engaged at 
Cambridge in research into the reiationship 
between accountancy and economics with 
particular reference to the application of 
accounting technique to the measurement of 
national income. Until his visit, little or no 
attention had been given in Australia to the 
study of problems on the borderline of accoun- 
tancy and economics. Mr. Bray’s lectures, 
therefore, broke new ground for the majority 
of accountants in this country. For this reason 
alone, the profession has reason to be grateful 
to Mr. Bray. More important, however, was 
his ‘ preview’ of new ideas being evolved in 
Cambridge and their likely effect on the future 
course of accountancy. General Council 
sincerely hopes that, as a result of Mr. Bray’s 
visit, this new and important field of enquiry 
will no longer be neglected in Australia. To 
facilitate further study of the problem, the 
Council has agreed to underwrite the cost of 
publishing the whole series of lectures in one 
volume. The book will be published by the 
Melbourne Universitv Press.” 
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Points from Published Accounts 


Shipping Companies 


The giants of the shipping industry continue 
to take advantage of the Companies 
(Shipping Companies) Exemption Order. 

The disclosed strength of P.@ O. Steam 
Navigation and Cunard Steam-Ship is so 
great that the failure to divulge their 
hidden reserves and the true profit levels 
borders on the incomprehensible. We do 
not overlook that relaxation of the full 
rigours of the Companies Act in favour of 
shipping companies was made in the cause 
of national security, but it is difficult to see 
how such complete use of the exemption can 
promote that cause. 

A year ago we pointed to the Moor Line 
accounts which were an exception to the 
general rule of non-disclosure. This month 
we are able to welcome a further improve- 
ment by the company—it now sets out the 
ages and deadweight tonnages of the ships 
of its fleet. There are no secrets locked up 
in the accounts. The cost value of the ships 
is shown, plus the amount written off, while 
the creditors item does not include an 
agglomeration of provisions and reserves. 
A rather unusual but none the less sensible 
step is that the quoted investment holdings 
are brought in at their year-end market 
value. This redounds to the benefit of the 
profit and loss account to the tune of a 
modest £2,731. 

The company hides one of its lights under 
a bushel by describing its security holdings 


as *‘ Quoted investments ” in the balance 
sheet : the term is wholly clarified in the 
profit and loss account by the item “ Interest 
on Government Securities (gross).”” Share- 
holders will be grateful to note that the 
company’s investment ventures are confined 
to the gilt-edged section. The benefit of 
initial allowances, which is reflected i the 
size of the income tax provision, has »een 
cancelled out by a transfer to initial 
allowance suspense account. 

It may be asked why this frank disclosure 
of information is laudable. The main part 
of the answer is that the shrewd share- 
holders can calculate roughly whether the 
company is ploughing back profits on a 
scale sufficient to take care of tonnage 
replacements, though we readily acknow- 
ledge that there is nothing immutable in 
the present levels of shipping profits or of 
shipbuilding costs. 


Treatment of Provisions 


The accompanying table shows the inter- 
esting treatment of provisions made by 
Colvilles, the well-known Scottish steel- 
makers. This is the third of a series of 
tabular notes to the balance sheets. The 
company presents a tabular profit and loss 
account, which strikes a net profit before 
crediting taxation and other provisions 
restored and income relating to previous 
years. It prefers to combine the small 
Preference dividend payable to Preference 


_ length, and it would appear that there i 


Income 
Tax for Open 
fiscal years Contracts Furnace 
to April 5, and Relining 
1950, and Deferred and Total 
E.P.T.and Repairs Rebuilding 
Profits Tax 
to date 
£ £ £ £ 
Balance at December 31, 1948 , 3,062,116 3,586,350 266,641 6,915,107 
Provided for Income Tax 1949-50 at 
December 31, 1948 a ad 1,376,973 _- _- 1,376,973 
Transferred from Profit and Loss A/c. 567,200 -— -- 567,200 
Transferred from Profit and Loss A/c. 5,316 — — 55316 
Additional Receipts .. gs fi — 51,980 — 51,980 
Provided from Trading Account — 10,972 — 10,972 
Tax on provisions restored and on 
Income relating to previous years 31,155 = — 31,155 
5:042,760 3,649,302 266,641 8,958,703 
Applied during the year - - 1,592,178 466,340 2,622 2,061,140 
Transferred to Profit and Loss Accoun —_ 73,422 — 73,422 
Balance at December 31, 1949 3,450,582 3,109,540 264,019 6,824,141 
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shareholders in subsidiaries with its oy, 
Preference dividend requirements in i, 
consolidated figures: there can be y 
quibble with this. The company aly 
adopts the practice of striking a trading 
profit after deducting directors’ emoly, 
ments; a comparative figure of the 
emoluments is omitted. 


Comparative Figures—to Itemise o 
Not to Itemise ? 


Is it sufficient for the requirements of tly 
Companies Act to show a grand total fy; 
comparative purposes, without giving detaik 
of the individual items? This question j 
raised by the latest accounts of C. Baker an 
Co. (Wholesalers), which for comparative 
purposes show a total of £208,149 fo 
current liabilities and provisions. We fee 
that the itemised comparative figures should 
be given on every occasion. In the present 
instance this is even more desirable than it 
would be in some other circumstances, for 
the total of current liabilities rose in the last 
accounts to £250,340, and the constituent 
items are such that the comparison between 
the figures of the two years is bound to bk 
of interest. In particular, of the total of 
£250,340, the sum of £75,544 is attributable 
te bank overdraft. Since the company 
issued £50,000 of Preference capital during 
the financial year, it may be urged that 
shareholders are entitled to know if there 
has been any change in the level of bank 
indebtedness. 


Profits Attributable to Parent 
In conformity with the usual practice, 
Bovril strikes a group balance. It amounts 
to £270,686. A simple tabulation then 
shows how it is disposed of, namely : 


Whereof : £ 
Proportion applicable to out- 
side shareholders in sub- 

sidiary companies -- 37,338 
Undistributed profits of sub- 
sidiary companies applic- 

able to Bovril, Limited 78,864 
Balance carried down, being 
profit dealt with in the 
appropriation account of 

Bovril, Limited 154,484 

£270,686 

—— 


This tabulation is shown, as it were, in4 
parenthesis, and is a simple but effective 
way of dealing with group figures. With 4 
tabular profit and loss account the treatment 
in this way could add appreciably to the 


still a strong body of opinion in favour of the 
orthodox method of presentation. As Boor 
shows, this is flexible enough to deal with 
complications and yet preserve its essential 
simplicity. 
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trading sppENDUM TO THE PRINCIPLES OF AUDITING. ag illustrated on page 37, allow the alloca- 
emol.fimy By FR. M. de Paula. (Sir Isaac Pitman © tion of “ overheads” varying by as much 
Of thee ns, Ltd., London. Price 5s. net.) as 23s. per dozen pairs of shoes (or 50 per 
Mr. de Paula’s book on The Principles of  cent.), although the usage of indirect labour, 
Auditing is one of the best-known and best- buildings, plant and other facilities is almost 
Mise or Mitten text-books of the accountancy pro- _ identical. 
gion. He is at present engaged in re- But this is not merely a book with a 
ts of theMlN considering the whole of the text of that message. It contains the outlines of a 
total fy, Mf work in preparation for the publication of broadly based system of accounts and 
1g detail, MME the eleventh edition. As it will be some time control which on the face of things ought to 
estion MM before this new edition is available, this work. It is a system which all practising 
Saker onj ME Addendum has been prepared to replace accountants and students may study to their 
Paratiye MN chapters in the earlier editions on such advantage. In it, integration of financial 
149 for sibjects as Reserves and Provisions ; the and cost accounting is complete : the con- 
We fed I Companies Act, 1948, as it affects Auditors ; ventional profit and loss account has no 
s should ME and the Accounts and Audit of Holding place and would have to be prepared as a 
present fa Companies. memorandum. 
than it The Royal Mail Steam Packet Company case The author obviously has a confident 
ces, for JE is Mr. de Paula’s opening theme : that case grip on theoretical costing methods. Prin- 
the last [Mf profoundly disturbed the faith of the public ciples are well stated. But the application 
tituent JM in the then existing standards of company of theory and principle is not so clear and 
etween accounting. The reformation which has an impression is left on the mind of the 
| to be MMB taken place since has led to much fuller reader that everything in the book has an 


otal of HF company accounts, to stricter terminology 
table # and to increased emphasis on the disclosure 
npany # of the true and fair profits. 


luring This Addendum clearly summarises the 
1 that #% provisions of the Companies Act and the 
there J recommendations of the Institute on the 
bank §# accounting standards which should be 


adopted. Useful as the book will be to 
students, it may have a wider significance, 
in that it may suggest to some readers that 
the process of reform is still incomplete. To 
impose obligations to disclose true profits 
may be dangerous unless sound methods 
are available of computing those profits. 
We have, in fact, gone through the stage of 
imposing obligations without having solved 
the problem of how many of those obliga- 
tions should be met. Until much more work 
has, for example, been done on the design of 
accounts, on stock valuations, depreciation 
and other aspects of the measurement of 
profits, the true profit cannot be shown with 
certainty and clarity. Mr. de Paula does 
hot attempt to deal with these controversial 
subjects in detail : he is rightly concerned 
to set out general principles in a clear and 
practical manner. He has succeeded. B. N. 


US| S 
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COST CONTROL IN THE BOOT AND SHOE 
INDUSTRY. By Russell - Clark, F.c.w.A. 
(Gee & Co. (Publishers), Ltd., London. — Price 
125. 6d. net.) 


This book would have been well worth 
writing for its propaganda value alone 
—provided it reaches those who need it 
most. There is not much doubt that there 
always have been in the boot and shoe 
industry firms whose price-fixing methods, 


» s 


—— Ss: Oo 


exaggerated simplicity. It is not apparent 
how far the system set out in the book has 
been operated in practice, but one fears 
that the more difficult applications of it 
have not been tackled. The system may 
have worked in a factory producing men’s 
shoes in a limited number of designs and 
grades, but it is more than doubtful whether 
costs in a factory for ladies’ shoes could be 
controlled by it. The author deals hardly 
adequately with the problems caused by the 
multiplicity of designs and methods of 
manufacture in such a factory. Is not the 
value of standard costing as a means of 
control governed by the accuracy with which 
expenditure is allocated to each costs centre 
(of which there are many in shoe factories), 
if variety of operation and machine is to be 
acknowledged ? Yet the author suggests 
dividing the total of general factory expenses 
(including all building expenses, plant 
maintenance and depreciation, power, light 
and heat) by the scheduled output of 
* standard ” pairs. How does one evaluate a 
pair of sheepskin-lined bootees, a pair of 
willow calf shoes with built heel and a slip- 
lasted pair of casuals as percentages of a 
** standard pair ” ? 

It is feared that the allocation of indirect 
expenditure under the author’s methods 
could be as inaccurate as that arrived at by 
taking a percentage on prime cost. 

The references to the method of wages 
regulation, boards of arbitration and the 
prevailing piece-rate system will be appre- 
ciated by those actually engaged in the 
trade. 

This is a short book and omissions are 
inevitable. It would have been greatly 


improved, however, by illustrations of daily 
labour reports and weekly and monthly 
operating and profit and loss statements for 
the business as a whole, for departments, 
for cost centres and for products, with 
explanations of how they are built up. 

H. R. 


THE AUDITOR AND ACCOUNTANT AND 
MECHANISED ACCOUNTING. By J. H. Burton, 
F.S.A.A., F..M.T.A. Second edition. (Jordan 
& Sons, Limited, London. Price 15s. net.) 

This is a considerably enlarged and 
improved edition of a book first published 
not more than three years ago. It now 
devotes more attention to the problems of 
the auditor and is welcome as perhaps the 
first of what will no doubt prove to be a 
long line of volumes discussing the special 
difficulties from an audit point of view 
created by the entry of machines, and par- 
ticularly sorting and punching machines, 
into the economy of the office. 

Auditors will be interested in the des- 
cription, extending to over fifty pages, of 
the various kinds of machinery to be found 
in use. This begins with addressing 
machines and the humble coin-in-the-slot 
machines, and proceeds by way of calculat- 
ing and ledger posting machinery to the 
giants of the race, the punched-card outfit. 

The author warns his readers against 
any belief in the infallibility of the machine 
and tells them that freak results may arise 
on occasion, even with good machines. 
Proper stress is laid on the necessity of a 
well-planned and co-ordinated system, of 
which the machine is an integral part and 
not merely an adjunct. 

There is a useful discussion on the legal 
position of loose-leaf records. But surely 
the author goes too far when he says that 
the safeguards which should be observed 
with all loose-leaf books include the require- 
ments that every sheet coming from the 
printers should be ready numbered and 
kept under lock and key, that there should 
be secure lever locks on the bindings of all 
such books with the keys in the care of a 
senior officer and that there should be 
signatures, initials or other identification 
marks on each sheet. 

Altogether this book is a very helpful 
introduction. It should be read with care 
by all who undertake the audit of account- 
ing systems containing any significant 
amount of mechanisation. However, we 
still await the full study of mechanical 
systems and their possible sources of error, 
either accidental or designed, and of the 
detailed audit procedure necessary for the 
satisfactory performance of the auditor’s 
duties. Such a study would be parallel to 
the earlier and classical books on the 
auditing of hand-written records which are 


read by every student of the subject. 
w.J.B. 
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Legal 


Companies— Winding-up—Duties of sheriff to 

execution creditor and liquidator. 
By Section 326 (2) of the Companies Act, 

1948 : 
. . » where under an execution in respect of a 
judgment for a sum exceeding £20 the goods of 
a company are sold or money is paid to avoid 
sale, the sheriff shall deduct the costs of the 
execution from the proceeds of the sale or the 
money paid and retain the balance for fourteen 
days, and if within that time notice is served 
on him of a petition for the winding-up of the 
company having been presented or of a 
meeting having been called at which there is 
to be proposed a resolution for the voluntary 
winding-up of the company and an order is 
made or a resolution is passed, as the case may 
be, for the winding-up of the company, the 
sheriff shall pay the balance to the liquidator 
who shall be entitled to retain it as against the 
execution creditor. 


In Bluston & Bramley, Ltd. v. Leigh (1950, 
2 A.E.R. 29) the Court had to consider the 
application of this sub-Section to the 
following facts. On July 16 a sheriff executed 
a warrant under a writ of fi. fa. issued by 
judgment creditors. On August 7 the sheriff 
sold some of the goods, and he was, of 
course, bound to retain the proceeds, less 
expenses, until August 21. By that date he 
had received no notice of a winding-up 
petition, which had actually been presented 
by other creditors on July 28, but he had 
received notice of a meeting at which a 
resolution for the voluntary winding-up of 
the company was to be proposed. On 
September 17 the meeting was duly held, 
but the resolution passed was for a com- 
pulsory, and not a voluntary, winding-up. 

Morris, J., held that Section 326 (2) had 
no application ; for the sub-Section to apply 
a resolution for voluntary winding-up must 
be passed. That, however, was not the end 
of the matter. The sheriff retained the 
moneys until he paid them over to the 
liquidator some time after October 18, 
when an order was made for compulsory 
winding-up, the order relating back to 
July 28 when the petition was pre- 
sented. Now, by Section 325 (1) of the 
Companies Act, 1948 : 

Where a creditor has issued execution . . . 
and the company is subsequently wound-up, 
he shall not be entitled to retain the benefit of 
the execution against the liquidator . . . 
unless he has completed the execution . . . 
before the commencement of the winding-up ; 
Provided that . . . the rights of the liquidator 
may be set aside by the Court in favour of 
the creditor to such extent and subject to 
such terms as the Court may think fit. 
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Notes 


It was conceded that immediately before 
October 18 the sheriff would have been 
obliged to account to the creditor for the 
proceeds of sale, and the creditor, though 
prima facie bound in his turn to surrender the 
money to the liquidator, could have applied 
to the Court for relief. His Lordship held, 
however, that after October 18 the vested 
right of the creditor to receive the moneys 
from the sheriff was divested by the winding- 
up order. It was therefore proper for the 
sheriff to pay over the moneys to the 
liquidator instead. 

As, under these circumstances, no moneys 
were retained by the creditor, for none ever 
came into his possession, it would seem that 
he could not apply to the Court for relief 
against the liquidator. 


Bankruptcy—(a) Affidavit evidence, (b) time limit 
for applications to rescind receiving order, (c) 
proper inference to be drawn from departure of 
debtor out of England. 


Several useful principles of bankruptcy 
law were enunciated by the Court of Appeal 
in Re Cohen (1950, 2 A.E.R. 36). First—a 
principle which, of course, applies generally 
and not only to bankruptcy law—evidence 
given by affidavit must conform to the 
ordinary rules of evidence and there must 
be, for example, no hearsay. The Master of 
the Rolls pointed out that affidavit evidence 
can only be entitled to the same weight as 
oral evidence if those who swear the 
affidavits realise that the obligation of the 
oath is as serious when making an affidavit 
as it is when making statements in the 
witness-box. (By Order 38, Rule 3, of the 
Rules of the Supreme Court, affidavits are 
confined to such facts as the witness is able 
of his own knowledge to prove, provided 
that on interlocutory proceedings or with 
leave under Order go, Rule 2, or Order 37, 
Rule 1, an affidavit may contain statements 
of information and belief, with the sources 
and grounds thereof.) 

Second, under Section 108(1) of the 
Bankruptcy Act, 1914, the Court may 
review, rescind or vary any order made by 
it under its bankruptcy jurisdiction. There 
is no time limit under that sub-Section, but 
if an application is in substance an appeal 
against the original order and is made at a 
date when it would have been out of time if 
it had been an appeal, the Court will not 
exercise its jurisdiction unless there are 
special circumstances such as would justify 
hearing an appeal out of time. 


Third, the Court reviewed th: law on the 
circumstances which would ustify ‘4, 
inference that a foreign nationz! in depart. 
ing from England for his foreig home wa 
departing with intent to delay or defeat hiy 
creditors. 


Bankruptcy—Time limit on disclaimer by 
Official Receiver who has succeeded ‘o trusteeshy 


By Section 54 (1) of the Bankruptcy Act, 
1914, a trustee in bankruptcy may disclaim 
onerous property within twelve months from 
the first appointment of a trustee, or within 
such extended period as may be allowed by 
the Court. In Section 54 (4) there is 
provision that a notice may -be given toa 
trustee to decide whether or not he wil 
disclaim, and he must then make up his 
mind within 28 days from receipt of the 
notice, but again the Court is expressly given 
power to extend the time. 

Now when a vacancy occurs in the office 
of trustee, the Official Receiver is bound to 
act as trustee, and, by Section 54 (7), where 
on the release, removal, resignation or death 
of a trustee, an Official Receiver is acting as 
trustee, he may disclaim any property which 
might be disclaimed by a trustee even 
though the normal time limit has expired, 
but the power of disclaimer “shall be 
exercisable only within twelve months after 
the Official Receiver has become trustee... 
or has become aware of the evidence of the 
property, whichever period may last 
expire.” 

In Re a Debtor (No. 416 of 1940) (1950, | 
A.E.R. 1085), an Official Receiver who had 
succeeded to the office of trustee, applied for 
leave to disclaim more than twelve months 
after he had succeeded in the trusteeship and 
become aware of the existence of the 
property. He contended that the Court had 
power to extend the time either under the 
provisions of Section 54 (7) itself or under 
the general provisions of Section 109 (4), 
which runs: ‘“ Where by this Act or by 
general rules the time for doing any act or 
thing is limited, the Court may extend the 
time either before or after the expiration 
thereof. . . .” 

The decision of the registrar dismissing 
the application was upheld by the Court of 
Appeal. The language of Section 54 (7) 8 
quite plain and no extension of time can be 
granted under that sub-Section. Further, 
Section 54 and Section 109 (4) must be 
construed together : in Section 54 (1) and 
54 (4) there are express provisions for 
extensions of time and these provisions would 
be otiose if the general provisions of Section 
109 (4) applied ; therefore Section 109 (4) 
did not apply to Section 54 at all, and the 
Official Receiver’s right of disclaimer could 
only be exercised strictly within time. 
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(QURSE AT BALLIOL COLLEGE, 
OXFORD, SEPTEMBER, 1950 


———e——— 
As ANNOUNCED IN THE FEBRUARY ISSUE OF 


AccounTANCY, the Society will hold a course 
xt Balliol College, Oxford, from Thursday 
wening, September 14, to Tuesday morn- 
ing, September 19, 1950. The programme 
yil include papers and discussions on the 
blowing subjects : 

“What I Expect from the Accountant,” 
by Mr. John Ryan, c.B.£., Vice-Chair- 
man, The Metal Box Co., Lid. 

“The Structure of Industrial Accounts,” 
by Mr. K. W. Bevan, a.c.a., Chief 
Cost Accountant, Doulton @ Co., Lid. 

“Group Accounts,” by Mr. D. J. Bogie, 
PH.D., C.A. 

“Taxation,” by Mr. H. A. R. J. Wilson, 
F.C.A., F.S.A.A. 

An Address by Mr. John B. Braithwaite, 
Chairman of the Stock Exchange. 

“Financial and Accounting Problems of 
Nationalised Industries,” by Mr. J. 
Latham, C.B.E., ~A.C.A., Director- 
General of Finance, National Coal Board. 

“Machine Accounting Systems for the 
Small Concern,” by Mr. N. Cassleton 
Elliott, A.c.a., and Mr. J. D. Nightin- 
girl, A.S.A.A. 

“Stock Valuation,” by Mr. John Ains- 
worth, M.B.E., F.S.A.A., F.I.M.T.A., Mr. 
E. H. Davison, A.c.a., and Mr. 
Bertram Nelson, F.s.A.A. 

“Standards of Professional Life,” by 
Mr. Richard A. Witty, F.s.A.A. 

Some of the papers will be printed and 
circulated to members attending before the 
course begins. A guest night dinner will be 
held on Friday evening, September 15. 

The charge for the course will be £8 8s. 
per head (inclusive of meals and accommo- 
dation), but a remittance should not be 
forwarded until notification is received that 
avacancy has been allotted. 


LUNCHEON TO DR. CHESTER 
WALTERS 


Tat PresipENT OF THE Society, Mr. 
A. Stuart Allen, gave a luncheon on June 7 
at Claridge’s Hotel to Dr. Chester S. 
Walters, Deputy Provincial Treasurer and 
Controller of Finances for the Province of 
Ontario. The other guests were Sir 
Frederick Alban, Mr. Edward Baldry, 
Mr. A. A. Garrett, Mr. L. C. Hawkins, 
Mr. C. A. G. Hewson, Mr. A. H. Hughes, 
Mr. A. E. Middleton, Mr. T. H. Nicholson 
and Sir Richard Yeabsley. 


MEMBERSHIP 


THE FOLLOWING PROMOTIONS IN, AND 
additions to, the membership of the Society 
have been completed during the period 
March 14 to June 12, 1950. 


ASSOCIATES TO FELLOWS 
AUERBACH, Joel, London. Barmey, Law- 
rence, Bebington. BerRLak, Herman Lud- 
wig, London. Betry, Reginald Gath 
(Betty & Dickson), Johannesburg. Brack, 
Mary Doris (W. C. Black & Co.), Newport, 
T.W. Bosrov, Jacob, B.A., B.com. (Jack 
Bobrov, Levien & Co.), Cape Town. Brirz, 
Max (M. Britz & Co.), London. Curr, 
John Richard (7. Harold Platts & Co.), 
Birmingham. Dickson, John, B.com. (Betty 
@& Dickson), Johannesburg. Gay, William 
Thomas (T. Harold Platts & Co.), Birming- 
ham. Goopwin, Leonard (M. P. Ferney- 
hough & Co.), Longton, Stoke-on-Trent. 
Grirrirus, Ivor (7. H. Henderson, Griffiths 
& Co.), Cardiff. Hone, Anthony (Christie, 
Buchanan & Co.), London. Kane, Arnold 
(Schwartz, Fine, Kane & Co.), Johannesburg. 
LEoparD, Harold Joseph Howard (Rabjohns, 
Leopard & Co.), Worcester. Levren, Joseph 
Hyman, B.com. (Jack Bobrov, Levien & Co.), 
Cape Town. Price, Stanley (L. H. Benten 
& Co.), Bishop’s Stortford. RicHarps, 
Jack Meadowcroft (Richards, C. F. Russam & 
Co.), Bradford. Scott, William Barrie (Festus 
Moffat & Co.), Falkirk. Sropparp, Edward 
Stanley (M. P. Ferneyhough & Co.), Longton, 
Stoke-on-Trent. THomas, Gordon Glyn, 
PH.D. (Thomas, Seward @ Co.), Swansea. 
Trapp, Norman Henry (Brebner, Allen @ 
Trapp), London. Wave, William, Treasurer, 
Merton & Morden U.D.C. WALKER, James 
Sampson (A. L. Palmer, Walker & Co.), 
Johannesburg. WALKER, Mark Saville 
Brownlee (Francis Dix, Bird @ Co.), 
Johannesburg. WeEsTERTON, Philip Walter, 
B.com. (Deloitte, Plender, Griffiths, Annan @ 
Co.), East London, South Africa. WILKEs, 
Samuel John (Griffin @& Co.), Birmingham. 
Woops, John (Magee, Woods & Hillan), 
Dublin. 

FELLOW 

Gee, Cyril (Stone, Porter & Stone), London. 


ASSOCIATES 
Amey, Richard George, with Darke, 
Robson & Co., London. App.esy, George, 
with Peat, Marwick, Mitchell & Co., 
Newcastle-upon-Tyne. Bope.t, Ernest 
Herbert, with Cooper & Kenny, Dublin. 
BRAZENDALE, Alan Courtenay, with 
Haworth & Wheatley Jones, Manchester. 


Brown, Reginald Sydney, with George 
Mackeurtan, Son & Crosoer, Durban. 
BuHARIWALLA, Soli Aderji, B.com., with 
B. P. Gharda & Co., Bombay. Caine, 
Frederick William, with James Todd & Co., 
London. Caress, Stanley James, with 
Douglas Low & Co., Johannesburg. Coox- 
son, Elmer Arthur, with O. W. Davies, 
Mumford & Co., Kidderminster. Dan- 
DRIDGE, John Presland, with Roberts, 
Allsworth, Cooper Brothers & Co., Johan- 
nesburg. Davis, Harold Francis (Davis, 
Kellie © Co.), Fleet. Desa, Dinuprasad 
Krishn; al, formerly with Batliboi & 
Purohi‘, Bombay. Dryben, John Lawrence, 
forme-!y with A. R. Turner, Salisbury, 
Southern Rhodesia. Garuick, Squire 
Horace Pickersgill (H. Lomax @& Co.), 
Manchester. Harsot, James Albert, with 
Turquand, Youngs, McAuliffe & Co., 
Valetta. Horximay, Derrick Robert Fitz, 
formerly with Stewart, Steyn & Co., 
Johannesburg. Howarp, Monty Bernard, 
with Newman Ogle, Bevan & Donald, 
London. Huntincton, Arthur, with Lup- 
ton & Smedley, Leeds. Kuaras, Homi 
Dosabhai, 8.com., formerly with S. B. Billi- 
moria & Co., Bombay. Leeman, George 
Clements, with George Mackeurtan, Son & 
Crosoer, Durban. Lister, David Spencer, 
with Deloitte, Plender, Griffiths, Annan & 
Co., Johannesburg. McCarrtny, Brian Pat- 
rick, with Stephenson, Smart & Co., 
Lincoln. Macotra, Navin Chandra, with 
K. P. Soni & Co., New Delhi. Marks, Sid- 
ney Mason, with Howard, Howes & Co., 
London. Munpy, Dennis Victor, with 
Duart-Smith, Baker & Price, Gloucester. 
Nanco.ius, Walter, with A. J. Johnson, 
Liverpool. NicuHoias, Raymond Trevor, 
with Wm. Clark & Stephens, Newport, 
Mon. NieE.sen, Alan, with Derry, Ellman- 
Brown & Fraser, Salisbury, Southern 
Rhodesia. Pattison, Sydney, with Seddon, 
Magnay & Spoors, Newcastle-upon-Tyne. 
Ricnarps, Ronald Jack, with Casselton 
Elliott & Co., Takoradi, Gold Coast 
Colony. Rooms, Francis George, with 
Francis Dix, Bird & Co., Johannes- 
burg. Roy, Kshitish Chandra, B.a., for- 
merly with the late A. M. Roy, Calcutta. 
RussELi, Samuel George, with T. S. Totten, 
Belfast. SAmBriAH, Parvataneni, B.A., with 
Brahmayya & Co., Madras. STEPHENS, 
William (John W. Hirst & Co.), Manchester. 
SturMAN, John Dennis, with Alexander & 
Ingram, Nairobi. TatHam, Harding 
William, formerly with Francis Dix, Bird 
& Co., Johannesburg. THorniey, Dennis 
Anthony (Martin, Farlow & Co.), London. 
TINDALL, Peter Bosman ( Warren & Hofmeyr), 
Pretoria. Tomutnson, Walter, with Boyce, 
Welch & Co., Manchester. Towers, 
Raymond, with W. H. Stables, Kendal. 
Tripper, Roy Donovan, with Cosslett & 
Co., Manchester. Tucker, Roland Mitchell, 
formerly with Stewart, Steyn & Co., 
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Jjohannesburg. 
with Hamer, 


Pollard & Co., 


& Co., Johannesburg. 


burg. Woop, 
with Wykes & Co., Leicester. 


BRANCHES AND DISTRICT SOCIETIES 


CONFERENCE 


WALKER, William Derek, 
Boreham 
Wood. WarnerR, Norman Caarles, with 
Albert A. Herley & Co., London. Wern- 
BERG, Philip, with Schwartz, Fine, Kane 
Wuyte, William 
George, with J. H. Whyte, South Shields. 
Woop, Alan Page, Secretary-Accountant, 
French & Wolton Gray, Ltd., Johannes- 
Frank Lorraine Lawson, 


A CONFERENCE OF REPRESENTATIVES OF 
Branches and District Societies with mem- 
bers of the Council was held on May 25 at 


the Northern Suite, Victoria Halls, Blooms- 
bury Square, London, W.C.1. 

The following members of the Council 
were present: 

Mr. A. Stuart Allen, President (in the 
chair), Mr. C. Percy Barrowcliff (Vice- 
President), Sir Frederick Alban, Mr. 
Edward Baldry, Mr. Robert Bell, Mr. R. M. 
Branson, Mr. Andrew Brodie, Mr. A. H. 
Edwards, Mr. E. Cassleton Elliott, Mr. 
W. H. Fox, Mr. H. O. Johnson, Mr. W. H. 
Marsden, Mr. Bertram Nelson, Mr. T. H. 
Nicholson, Mr. James Paterson, Mr. F. A. 
Prior, Mr. T. Harold Platts, Miss P. E. M. 
Ridgway, Mr. P. G. S. Ritchie, Mr. R. E. 
Starkie, Mr. Joseph Stephenson, Mr. Percy 
Toothill, Mr. A. H. Walkey, Mr. Richard A. 
Witty. 

Representatives of Branches and District 
Societies were as follows: 

Trish Branch: Mr. Mervyn Bell, Mr. J. 
Love. Belfast: Mr. E. A. Anderson, Mr. 
H. V. Kirk, Mr. R. J. Neely. Birmingham: 
Mr. H. G. Pearsall, Mr. W. G. A. Russell, 
Mr. S. H. Thurstans, Mr. C. Wheatley. 
Bradford: Mr. A. P. Burton, Mr. J. F. 
Carter, Mr. F. Dean, Mr. C. E. Thomas. 
Cumberland and Westmorland: Mr. E. Lund. 
Devon and Cornwall : Mr. K. E. C. Budge, 
Mr. W. R. Frost, Mr. J. A. Isaac, Mr. P. D. 
Pascho, Mr. G. E. L. Whitmarsh. East 
Anglia: Mr. W. P. Gill, Mr. C. H. Sutton. 
Hull: Mr. F. L. Gardiner, Mr. A. Jarratt, 
Mr. S. King, Mr. H. Scott. Leicester: Mr. 
W. T. Manning, Mr. C. R. Riddington, 
Mr. H. Rivington, Mr. O. A. Watson. 
Liverpool: Mr. L. Bailey, Mr. F. W. Frod- 
sham, Mr. H. F. Smith. London and District: 
Mr. R. N. Barnett, Mr. D. Mahony, Mr. 
L. Quinton. London Students: Mr. A. V. 
Hussey, Mr. F. R. Witty. Manchester: Mr. 
Frank Carter, Mr. C. Yates Lloyd, Mr. 
G. W. Street. Newcastle-on-Tyne: Mr. C. C. 
Akers, Mr. G. Blakelock, Mr. H. S. Parkin, 
Mr. J. E. Spoors. North Lancashire: Mr. E. 
Oxley, Mr. K. R. Stanley, Mr. John 
Wareing. NorthStaffordshire: Mr. A. Dickson, 
Mr. R. A. Hamilton, Mr. F..S. Ralphs. 

Nottingham, Derby and Lincoln: Mr. C. F. 
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Carlisle, Mr. J. Daykin, Mr. C. M. Foxon, 
Mr. H. F. Ingram, Mr. J. W. Mee. Sheffield : 
Mr. C. H. Kershaw, Mr. W. Kirkham, 
Mr. J. W. Richardson. South of England: 
Mr. C. J. B. Andrews, Mr. L. A. Jarvis, 
Mr. J. M. Keeping, Mr. S. G. Peach, Mr. 
E. J. Waldron. South Wales and Monmouth- 
shire: Mr. R. R. Davies, Mr. Tudor Davies, 
Mr. K. H. Fickling, Mr. R. F. Howell, 
Mr. J. D. R. Jones. Swansea and South-West 

‘ales: Mr. E. G. White, Mr. G. A. 
Watkins. West of England: Mr. R. F. 
Emmerson, Mr. H. F. Leach, Mr. I. P. G. 
Ray, Mr. F. P. L. Roberts. Yorkshire: Mr. 
T. W. Dresser, Mr. E. Emmerson, Mr. S. 
Snowball, Mr. G. A. Windsor. 

Mr. A. G. Lee, Mr. F. L. Thomerson and 
Mr. F. V. Arnold attended from the area 
of the newly formed Sussex District Society. 


INCORPORATED ACCOUNTANTS’ 
BENEVOLENT FUND 


THE ANNUAL GENERAL MEETING OF SUB- 
scribers and donors was held at the Char- 
tered Auctioneers’ and Estate Agents’ 
Institute on May 24. Sir Thomas Keens, 
D.L., F.S.A.A. (President of the Fund) was 
in the chair. In moving the adoption of the 
report and accounts for the year 1949 
(reproduced in the June issue of Accoun- 
TANCY), Sir Thomas said : 

My first thoughts this year turn to the 
debt of gratitude which the Trustees, 
subscribers and beneficiaries owe to Mr. 
Garrett for his tireless work as Honorary 
Secretary of the Fund during the past 28 
years. The President of the Society paid a 
warm tribute to Mr. Garrett’s work for 
Incorporated Accountants at the meeting 
which we attended earlier this afternoon, 
and I should like to endorse everything that 
Mr. Allen has said. I extend to Mr. 
Garrett our deep gratitude for his work and 
am glad to think that his wise counsel and 
experience may still be available to the 
Trustees as I see that his name comes up at 
this meeting for re-election as a Vice- 
President of the Fund. 

I next wish to express the warm thanks of 
the Trustees to those members who have so 
kindly supported the Fund during 1950, and 
I wish particularly to acknowledge the 
contributions again made by the South 
African Committees and the Incorporated 
Accountants’ Lodge. I also wish to express 
my gratitude for the services rendered to the 
Fund in the United Kingdom by local 
honorary secretaries and by individual 
members who have given valuable assistance 
both to the Trustees and beneficiaries. 

The income for 1949 shows a slight 
increase over that for 1948, but donations 
and life subscriptions, which under the 
rules are added to capital, aggregated £338 
in 1949, compared with £670 in 1948, £965 
in 1947 and £1,041 in 1946. We are 


indeed fortunate that a useful accumulate 
fund has been built up during past Years 
but I do most earnestly appeal! for a moy 
extended degree of interest in the Fum 
among members of the Society. 

Particulars are given in the report about 
the grants made by the Trustees. They are 
doing as much as they can with the resourogs 
at their disposal, but the help that they can 
give is unfortunately relatively smal] com, 
pared with the present high cost of living. 

Mr. Percy Toothill, Chairman of the 
Trustees, seconded the adoption of the 
report and accounts, which was carrie 
unanimously. 

On the motion of Mr. Joun Wareng, 
seconded by Mr. J. Turner, Sir Thomas 
Keens was re-elected as President of the 
Fund. 

Mr. J. Love proposed the re-election of 
the Trustees: Mr. Percy Toothill, Mr, 
R. M. Branson, Mr. Walter Holman, Mr 
R. Wilson Bartlett and Mr. E. Cassleton 
Elliott. With the motion he coupled the 
best thanks of the members for their services, 

Mr. H. F. Smiru seconded the propos- 
tion, which was carried. 

Mr. W. T. MANNING proposed that the 
following Vice-Presidents of the Fund be 
re-elected to that office: Mr. Henry J. 
Burgess, Mr. Alexander Hannah, Mr, 
William Strachan, Mr. W. McIntosh Whyte, 
Mr. Arthur Collins, Mr. W. Southwood 
Smith, Mr. A. A. Garrett and Sir Frederick 
Alban. 

Mr. R. R. Davies seconded the proposal, 
and the Vice-Presidents were re-elected. 

Mr. J. D. R. Jones moved a vote of 
thanks to Mr. Arthur Henry Hughes for his 
services as Honorary Auditor during the past 
year, and his re-election. This was secon- 
ded by Mr. K. R. STantey and carried 
unanimously. 

Mr. J. W. RicHARDsON proposed a vote 
of thanks to Sir Thomas Keens for presiding 
and for his work for the Benevolent Fund. 
The resolution was carried unanimously by 
acclamation. 


DINNER TO MR. A. A. GARRETT AND 
MRS. GARRETT 


WE PUBLISHED IN OUR LAST ISSUE A REPORT 
of the dinner given at the Savoy Hotel, 
London, on May 24 in honour of Mr. A.A. 
Garrett, M.B.E., M.A., the retiring Secretary 
of the Society of Incorporated Accountants, 
and Mrs. Garrett. The dinner was presided 
over by Mr. A. Stuart Allen, F.s.A.A., the 
President of the Society. 

Although we gave a long list of guests 
and members of the Society’s Council who 
were present, we unfortunately omitted to 
publish the names of the ladies who attended 
the dinner and we repair the omission this 
month. They were: Mrs. Edward Baldry, 
Mrs. R. W. Bankes, Mrs. C. Percy Barrow: 
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. Wilson Bartiett, Mrs. C. V. 


“umulated Mi gst, Mrs. R. M. Branson, Mrs. F. Sewell 
ast Yean Mi pay, Mrs. Henry Brown, Mrs. A. P. 
OF @ mow MM ayton, Mrs. Charles Carlisle, Mrs. J. F. 
the Fugy garter, Mrs. S. J. Chubb, Mrs. I. A. F. 


Craig, Mrs. F. A. Crew, Mrs. R. R. Davies, 


Ort about Hi ys. Tudor Davies, Mrs. A. Dickson, Mrs. 
They are Jj. Duncalf, Mrs. E. Cassleton Elliott, 
resources fH Mrs, E. Emmerson, Mrs. C. A. Evan-Jones, 
they cay Miss Margaret Fox, Mrs. W. H. Fox, Mrs. 
nall com, fM }, W. Garrett, Mrs. Claude Goodwin, Mrs. 
of living. fp, A. Hamilton, Mrs. Joseph Hart, Mrs. 


n Of the #1, C. Hawkins, Mrs. C. A. G. Hewson, 
1 Of the HH yrs, H. F. Ingram, Mrs. J. A. Jackson, 
Carried HH Mrs. J. D. R. Jones, Lady Keens, Mrs. W. 


Kirkham, Mrs. W. T. Manning, Mrs. 


Varewo, Mf w. H. Marsden, Mrs. E. C. Martin, Mrs. 

Thomas J. W. Mee, Mrs. T. H. Nicholson, Mrs. 

t of the Hp. H. Pulker, Mrs. J. W. Richardson, Mrs. 
7 C.R. Riddington, Miss P. E. M. Ridgway, 

“ction of # Miss Vera Snelling, Mrs. S. Snowball, Mrs. 

ill, Mr, J. E. Spoors, Mrs. Joseph Stephenson, Mrs. 

tan, Mr GL. Tangye, Mrs. O. H. Tidbury, Mrs. 

‘assleton Percy Toothill, Miss M. Watson, Mrs. 

led the ff GA. Windsor, Mrs. Richard A. Witty and 

services. i Lady Yeabsley. 

proposi- 

. DISTRICT SOCIETIES AND BRANCHES 

hat 

a LONDON 

enry J. THE TWENTY-FIRST ANNUAL MEETING WAS 

1, Mr, & held on June 6. 

Whyte, The Chairman, Mr. R. N. Barnett, 


referred to the very severe loss sustained by 
the District Society in the death of their 
Vice-Chairman, Mr. Archibald Keens. 
The District Society had held a series of 
luncheon meetings and a dinner-dance, and 
in conjunction with the London Students’ 
Society they had arranged for evening 
lectures. He would welcome members’ 
views on whether they had paid too much 
attention to the social side and too little to 
accountancy. Members in Sussex wished to 
establish a new District Society: the 


a vote 
siding London Society had agreed to this. 
Fund. Mr. Barnett thanked Mr. Craig particu- 


larly for all the work he had done as 
Secretary of the District Society. 

The report and accounts were adopted. 
The retiring members of the committee 


AND ¥ were re-elected, and Mr. J. W. Cooke and 
___ § Mr. P. G. James were elected to fill 
port f§ Vacancies. 
lotel, Mr. C. B. Hewitt was re-elected Honorary 
4,4, — Auditor with an expression of appreciation 
etary for his services. 
ants, A vote of thanks to the Chairman was 
ided [§ Proposed by Mr. C. V. Best, seconded by 
the § Mr. E. Cassleton Elliott, and carried by 
acclamation. 
= LONDON STUDENTS’ SOCIETY 
a A Souruenp-on-SzEA BRANCH OF THE 
rie London Students’ Society has recently been 
this formed. At a meeting held on June 6 the 
following officers and committee were 
i cleted: President, Mr. L. W. Free, 


F.S.A.A.; Committee: Mr. S. T. Morris, 
F.S.A.A., Mr. H. Bell, F.s.a.a., Mr. S. Porter, 
A.S.A.A., Mr. C. Campbell, Mr. K. G. 
Rickard, and Mr. J. A. O’Connor ; Honor- 
ary Secretary, Mr. E. H. R. Martin, F.s.a.a., 
13, Cambridge Road, Southend-on-Sea, 
Essex. 


DEVON AND CORNWALL 
ANNUAL REPORT 
THE COMMITTEE HAS PLEASURE IN REPORTING 
an active and successful programme of 
activities. The normal lecture programme 
was held at Plymouth and, in addition, a 
lecture was delivered at Truro—the first in 
Cornwall. The thanks of the committee are 
due to all the lecturers. The annual dinner 
was held at Newton Abbot, an experiment 
which was amply justified by the attendance. 

The question of providing a library for 
the District Society has continued to occupy 
the attention of the committee. Negotia- 
tions with the City Librarian of Plymouth 
have been successfully concluded and a 
scheme announced. 

During his long occupancy of the secre- 
taryship of the parent Society, Mr. A. A. 
Garrett has always discharged his duties 
with advantage to the Society and credit to 
himself. He possessed to an unusual degree 
the aptitude for making friends and his 
retirement is much regretted by the com- 
mittee, whose good wishes accompany 
Mr. Garrett. 

Six Final and eight Intermediate students 
are congratulated on passing their examina- 
tions during the year. 

Thanks are again due to Mr. T. R. 
Johnson for his kindness in allowing the 
District Society to hold its meetings at the 
City Treasury. It is with regret that the 
services of Mr. Johnson as a valued member 
of the committee are lost at his resignation 
on leaving the area to assume the appoint- 
ment of City Treasurer of Bristol. The 
committee also regret the resignation of 
Mr. Speakman, who has served as a member 
since 1948. 


DUBLIN STUDENTS’ SOCIETY 
THE FOLLOWING OFFICERS AND COMMITTEE 
have been elected for 1950-51. President, 
Mr. C. D. Shannon, a.s.a.a.;  Vice- 
Presidents, Mr. S. O: Forster, F.s.a.A., and 
Mr. G. H. Beatty, a.s.a.a.; Committee, 
Mr. S. G. Bennett, Mr. H. L. McKee and 
Mr. G. M. Reid; Hon. Treasurer, Mr. 
A.C. Smyth ; Hon. Auditor, Mr. E. Bodell, 
A.3.A.A.; Hon. Secretary, Mr. P. J. Langan, 
clo Messrs. Coyle & Coyle, 16, Dawson 
Street, Dublin. 

NORTH LANCASHIRE 
THE ANNUAL GENERAL MEETING WAS HELD 
on May 15. 

Mr. John Wareing was elected President, 
and Mr. P. F. Pierce and Mr. H. Ryden 
Vice-Presidents. The remaining officers and 
members of the committee were re-elected. 


- 


REPORT 
The membership is now 292, consisting of 
43 Fellows, 118 Associates and 131 students. 

Five lectures were arranged by the District 
Society during the year. Lectures have been 
of a uniformly high standard and.have been 
much appreciated. 

The committee is again pleased to report 
having received an invitation to attend 
lectures arranged by the Fylde Branch of 
the Institute of Municipal Treasurers and 
Accountants and the North Lancashire 
Branch of the Institute of Cost and Works 
Accountants. The committee welcomes all 
co-operation between professional bodies. 

By kind invitation of the Incorporated 
Accountants’ Society of Manchester and 
District, ten North Lancashire students 
attended the residential refresher course at 
Hulme Hall, Manchester, from September 
16 to 19, 1949. The President and secretary 
of this District Society were glad to assist by 
acting as chairman at some of the sessions. 

The District Society is represented on the 
Preston and District Chamber of Commerce 
by Mr. John Wareing and on the Blackburn 
Chamber by Mr. Walter H. Marsden. 

Congratulations are extended to six Final 
and fourteen Intermediate candidates who 
passed their examinations during 1949. 

The committee extends cordial good 
wishes to Mr. A. A. Garrett on his retirement 
from the secretaryship of the parent Society 
and his election to honorary membership. 

A dinner was held at Preston on January 
27, 1950. The committee was pleased to 
entertain guests representative of pro- 
fessional, local government and _ business 
life in Lancashire. 


SOUTH OF ENGLAND 

A CRICKET MATCH WAS PLAYED ON JUNE I 
between a team of Bournemouth and Poole 
members and one of Dorchester and Wey- 
mouth members of the South of England 
District Society. The Bournemouth and 
Poole team won by two runs. The match 
was held on the Dorchester Grammar 
School ground, by kind permission of the 
headmaster. 


SOUTH WALES & MONMOUTHSHIRE 
THE SPRING MEETING OF THE GOLFING 
Society was held at the Royal Porthcawl 
Golf Club on June 6. 

Prizes were presented by Mr. R. Wilson 
Bartlett, a past-President of the parent 
Society. 

Mr. R. R. Davies, President-of the District 
Society, on behalf of the members, presented 
suitably inscribed tankards to Mr. W. J. 
Pallot and Mr. E. L. Molyneux for their 
services as joint honorary secretaries for the 
past twenty-five years. 

Mr. E. L. Molyneux was elected captain 
for the ensuing year. 
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EXAMINATIONS 


THE PRELIMINARY, INTERMEDIATE AND FINAL 
Examinations of the Society will be heid on 
November 14, 15 and 16, 1950, at London, 
Manchester, Leeds, Birmingham, Liverpool, 
Cardiff, Glasgow, Dublin and Belfast. 

Candidates are asked to obtain their 
application forms from the Honorary 
Secretary of their Branch or District Society. 

Completed applications, with all relevant 
supporting documents and the fee, should 
be sent to the Secretary, Society of In- 
corporated Accountants, Incorporated 
Accountants’ Hall, Victoria Embankment, 
London, W.C.2, not later than Monday, 
September 18, 1950. 


PERSONAL NOTES 


Sir Richard Yeabsley, c.B.£., F.c.A., 
F.S.A.A., is a member of two committees 
appointed by the Board of Trade to consider 
and advise on the supply position of utility 
cotton goods and utility rayon goods 
respectively. 

Messrs. Tranmer & Raine, Incorporated 
Accountants, Hull, announce that Mr. 
Arthur Jarratt, A.s.A.a., has been admitted 
into partnership. The name of the firm will 
remain unchanged. 

Messrs. Allen, Baldry, Holman & Best, 
Incorporated Accountants, announce with 
regret that owing to increasing disability 
Mr. Walter Holman, F.s.A.a., is compelled 
to reduce his business activities. He has 
therefore retired from the firm on June 30. 
Mr. R. K. Childs, a.s.a.a., who has been 
with the firm for many years, has been 
taken into partnership as from July 1. 

Mr. J. M. Richards, F.c.A., A.s.A.A., and 
Mr. K. Russam, F.c.A., have amalgamated 
their practices (hitherto carried on under 
the respective firm names of Arthur A. 
Reeves & Co. and C. J. Russam & Co. 
They are now practising in partnership 
under the style of Richards, C. J. Russam 
and Co., Chartered Accountants, at 24, 
Tyrrel Street, Bradford. 

Messrs. H. Lomax and Co., Incorporated 
Accountants, of Manchester, Formby and 
Cheadle Hulme, have admitted as a 
partner Mr. S. H. P. Garlick, a.c.a., A.s.A.A. 
They will continue the practice under the 
same firm name. 

Messrs. C. Percy Barrowcliff & Co., 
Incorporated Accountants, Middlesbrough, 
Leeds and Newcastle-on-Tyne, announce 
that Mr. Geoffrey Howard Brown, A.s.A.A., 
who has been a senior member of their staff 
for some years, has been admitted as a 
partner. 

Messrs. G. §. Clarke, Armson & Co., 
Incorporated Accountants, London, have 
admitted to partnership Mr. W. E. Hicks, 


A.S.A.A. 
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Messrs. Martin Shaw, Leslie & Shaw 
(incorporating James Boyd & Co.), In- 
corporated Accountants, Belfast, announce 
that Mr. J. D. Radcliffe, m.com.sc., F.S.A.A., 
has been admitted to the partnership. The 
style of the firm will remain unchanged. 

Messrs. Samuda, Beresford & Co., Incor- 
porated Accountants, Worcester Park, have 
taken into partnership Mr. Lionci E. Grim- 
shaw, A.S.A.A., who has been a member of 
the staff for ten years. 

Messrs. Frank A. Cooper & Co., London, 
E.C.2, have admitted to partnership Mr. 
E. D. Bard, A.s.A.A., who has been a senior 
member of their staff. The style of the firm 
remains unchanged. 

Mr. Harry Greenwood, F.s.A.A., practising 
as Patterson, Greenwood & Co., Incor- 
porated Accountants, at 120, Moorgate, 
London, E.C.2, announces that Mr. V. H. 
Wade, A.s.A.A., has joined him in partner- 
ship after having been associated with the 
firm for many years. 

Messrs. Josiah Beddow & Son, London, 
have admitted into partnership Mr. Leslie F. 
David, A.s.A.A., who has been a member of 
their staff for upwards of twenty years. The 
style of the firm remains unaltered. 

Mr. G. B. Robins, F.c.a., has taken into 
partnership Mr. J. Reynolds, A.c.A., A.S.A.A., 
and Mr, A. C. Croft, a.c.a., who have been 
associated with the firm for a number of 
years. They will continue to practise as 
Goldie, Campbell & Robins, Chartered 
Accountants, at Bank Chambers, Lowgate, 
Hull. 

Mr. B. F. Sharman, F.s.A.A., formerly 
practising under the firm name of Sharman 
and Armson, has taken into partnership 
Mr. M. H. Fielding, A.s.a.a., who has been 
a member of his staff for many years. The 
practice will be carried on at 1, Chatham 
Street, Granby Street, Leicester, under the 
style of Sharman & Fielding, Incorporated 
Accountants. 

Mr. H. F. J. Cadwallader, Incorporated 
Accountant, has commenced public practice 
at Annexe Offices, Royal Oak, Welshpool, 
Mont. 

Messrs. Duncum, Watkins, Ford & Co., 
Chartered Accountants, Colombo, have 
admitted to partnership Mr. T. W. Hard- 
staff, M.B.E., A.C.A. 

Messrs. Dalal & Shah, Bombay, have 
admitted to partnership Mr. Y. C. Amin, an 
Associate of the Institute of Chartered 
Accountants of India. 

Mr. L. Mortimer, A.s.A.A., and Mr. F. P. 
Fearnley, A.s.A.A., advise us that their 
partnership in the firm of Mortimer, 
Fearnley & Co., Incorporated Accountants, 
has been dissolved. Mr. Mortimer is now 
practising at 15 East Parade, Leeds, 1, and 
at Bradford, under the style of Mortimer, 
Brown & Co. Mr. Fearnley is practising 
under his own name at 87, Albion Street, 
Leeds, 1. 


Mr. Martin Sylvester, a.s.a.a, has 
resigned from the position of secretary ang 
chief accountant of the Kerry group gf 
companies in order to take up the positigg 
of chief accountant with the Deng 
Manufacturing Co., Ltd. 

Mr. C. Benney Geach, Incorporated 
Accountant, has commenced public Prac. 
tice at 49, Meneage Street, Helston, 
Cornwall. 

Messrs. Cooper Brothers & (Co. ang 
Messrs. Alfred Tongue & Co. announce tha 
they have agreed to amalgamate ther 
practices in the United Kingdom. Jy 
Manchester, Glasgow and Sheffield the 
practice will be carried on from the existing 
addresses of Messrs. Alfred Tongue & Gp 
under the style of “‘ Cooper Brothers & Qo, 
incorporating Alfred Tongue & Co.” The 
London office of Messrs. Alfred Tongue and 
Co. will be closed and transferred to the 
London office of Cooper Brothers & Co., at 
14, George Street, Mansion House, E.C4, 

Messrs. Haswell Brothers, Incorporated 
Accountants, Chester and Wrexham, 
announce that as from July 1 they have 
taken into partnership Mr. J. B. Morewood, 
A.S.A.A., who has been with them for the 
past four years. The firm will continue 
under the same style. 


REMOVALS 


Mr. Harold Guy, Incorporated Accoun- 
tant, has removed from his office to i, 
Queen Street, Wakefield. 

Mr. T. R. Morris, Incorporated Accoun- 
tant, has removed his office to 6, Park Place, 
Cardiff. 


OBITUARY 


Epwarp Gorpon STARKIE 

We regret to record the recent death 
of Mr. E. G. Starkie, M.B.E., A.C.A., A.S.AdAy 
at the early age of 36. He was a partner m 
Messrs. Starkie & Naylor, Incorporated 
Accountants, Leeds, and the son of the 
senior partner, Mr. R. E. Starkie, F.s.AAy4 
member of the Council of the Society. Ms 
E. G. Starkie was admitted to membership 
of the Institute of Chartered Accountant 
in 1935, and of the Society of Incorporated 
Accountants in 1936, in which year he 
became a partner in the firm. 


THomMAs THOMPSON 

We have learned with regret of the recemt 
death of Mr. Thomas Thompson, F.5.A# 
Mr. Thompson became a member of tht 
Society of Incorporated Accountants @ 
1898, and was City Treasurer of Stoke-ot 
Trent from that date until his retirement ® 
1936. He was President of the Nort 
Staffordshire District Society from 1928 
1931, and remained a member of tt 
District Society Committee till 1939. 
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